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PREFATORY NOTE 


The present Survey deals with economic developments in the year 1951. 
Part I covers production of foodstuffs, raw materials, fuel and power and 
manufactured goods; part II deals with international trade and balances 
of payments ; part III with money, finance and prices. 


The term “ECAFE region” covers the following countries: Brunei, 
Burma, Cambodia, Ceylon, China, Hong Kong, India, Indonesia, Japan, 
Korea, Laos, Federation of Malaya, Nepal, North Borneo, Pakistan, 
Philippines, Sarawak, Singapore, Thailand and Vietnam. It should be 
noted that, in June 1952, the Economic and Social Council adopted a 
recommendation by the Economic Commission for Asia and the Far East 
to bring Japan within the Commission’s geographic scope, and pursuant 
to the ECAFE resolution, Japan became an associate member of the Com- 
mission. In this Survey, therefore, Japan is included in the “ECAFE 
region”, and the distinction made in previous surveys between the ECAFE 
region and the “AFE region” is dropped. 

Of the 129 statistical tables, 57 are relegated to the appendix at the end 
of the text with a view to facilitating presentation. In order to ensure 
comparability, data compiled by the United Nations Statistical Office have 
been used wherever possible; additional sources were materials supplied 
by governments directly to the ECAFE secretariat, information from 
official publications in various countries, as well as data from publications 
of the specialized agencies and international commodity study groups. In 
regard to the economic situation on the mainland of China, the information 
has been based largely upon such data and evidence as are available from 
published sources, including newspapers and periodicals. 

The Survey, the fifth in a series of annual economic reports, has been 
prepared by the Research and Statistics Division, with the assistance of 
other divisions, of the ECAFE secretariat. Acknowledgments are due 
for the assistance rendered by the Food and Agriculture Organization 
and other specialized agencies, as well as by the United Nations Depart- 
ment of Economic Affairs at Headquarters. 
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INTRODUCTION 


Fluctuation in Prices 


The economic conditions of several countries of the ECAFE region in 
1951 were especially affected by fluctuations in external demand for their 
exports, the effects of which overshadowed the changes brought about by 
internal factors. Production, exports and imports, terms of trade, balance 
of payments, public expenditure and investment, inflation and deflation, 
reflected the changing character of the swings in external demand and 
world prices. The changes in prices of some principal export commodities 
varied, in the short span of about 12 to 18 months, from an increase of 
about 200 to 300 per cent above the pre-Korean war level to a decline of 
30 to 60 per cent from their maximum levels. Beginning with the latter 
half of 1950 there was a sharp rise in export prices accompanied by a 
moderate increase in the volume of exports, but this development was 
arrested after reaching a peak in the first quarter of 1951 when prices 
took a downward turn. The surplus of $1,130 million in the balance of 
trade for the region’ in the first half of 1951 was converted into a deficit 
of $350 million in the second half. In those countries of the ECAFE 
region, in which the ratio of exports to national income ranges from 
one-quarter to one-half, changes in export prices and trade balances of 
such magnitude must obviously have serious effects on the whole economy. 
The causes of these fluctuations, including the sudden increase and sub- 
sequent slackening of demand for stockpiling and rearmament, are 
described in the text of the Survey, but their consequences deserve to be 
underlined. 


The export boom resulted in high money incomes and profits, improved 
terms of trade and balance of payments surpluses. Governments were able 
to gather larger revenues, and foreign exchange reserves increased con- 
siderably. Nevertheless, in several countries these changes were accom- 
panied by inflationary pressures. When, subsequently, prices and volume 
of exports declined, these countries were presented with difficult problems 
of downward adjustment and unemployment. While the increased foreign 
exchange resources generated by larger export incomes could have been 
used to accelerate economic development programmes and indeed, to some 
extent, were used for that purpose, there were serious limits to this pos- 
sibility as development programmes were based upon originally expected 
financial availabilities and could not be speeded up overnight merely because 
of a sudden accretion of foreign exchange resources. Nevertheless, the 
countries of the region could usefully consider the possibility of establish- 


1 Burma, Ceylon, Hong Kong, India, Indonesia, Indochina, Malaya, Pakistan, the 
Philippines and Thailand. 


ing detailed priorities in their development programmes which might 
enable them to adapt the pace of these programmes to sudden increases 
or decreases in their export proceeds. Sudden increases 1n export proceeds 
generally result in an inflationary situation which may be aggravated by 
an increase in the pace of development programmes unless effective anti- 
inflationary measures are adopted. Similarly the deflationary impact of a 
sudden fall in export proceeds would be enhanced by a slowing down of 
development programmes on account of the reduction in the availability 
of foreign exchange. 


It is, therefore, important that efforts be made to prevent a recurrence 
of wild fluctuations in demand for and prices of raw materials. The 
negotiation of international commodity agreements has frequently been 
proposed as the most effective method of bringing about the stabilization 
of world commodity markets. But the difficulties of concluding such com- 
modity agreements cannot be underrated. Primary producing countries 
might not favour agreements which would stereotype existing relations 
between primary prices and industrial prices, as they might wish to take 
advantage of the future trends in terms of trade which, on the whole, would 
appear to be in favor of primary producers. Further, unless commodity 
agreements cover a considerable number of commodities, the results would 
not be appreciable. It would, therefore, appear that, without waiting for 
the conclusion of commodity agreements, efforts should be made by the 
major industrial countries to ensure a fair degree of stability in the 
demand for raw materials. In this connexion, it might be seriously ques- 
tioned whether, in a world where economic co-operation is increasing, it 
is not anomalous to leave the prices of most primary commodities to the 
interplay of inelastic but relatively uncontrolled supply with an increas- 
ingly controlled demand, for it is clear that besides the fluctuations in 
business activities, governments of the principal raw material consuming 
countries have played an increasingly important part, directly or indirectly, 
in determining the total demand for certain export products of the region. 
This includes their decisions on the volume of production of synthetic 
materials, notably rubber, in so far as these have an important bearing 
on demand for the natural product. The economies of several countries 
of the region and with them their plans for economic development have 
thus become increasingly sensitive to changes in government policy in the 
raw material consuming countries. This places considerable responsibility 
on the latter to take full account of the probable effects on the producing 
countries before making such policy changes. The greatest single contribu- 
tion, therefore, which industrialized countries can make to the problem is 
to maintain a high and more stable level of activity within their own 
economies which will be reflected in a high and more stable demand for 
the primary products of the region. The shift of the region’s balance of 
trade from a surplus in the first half of 1951 to a deficit in the second half 
was of the order of $1,480 million, and it is clear that in sheer quantitative 


terms greater stability of demand has even more importance than the 
current scale of foreign aid and loans. 
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It would also seem that a contribution which can be made to the 
maintenance of the volume of investment in countries of the region 
during the period of economic fluctuations would be to ensure a more 
adequate flow of foreign capital for economic development, so that the 
planned capital expenditure of the countries could be maintained in periods 
of reduced foreign exchange income. 


On the part of the raw material producing countries, flexible economic 
policies need to be developed, aiming at a larger measure of internal 
stability in times of fluctuations of demand and prices in world markets, 
with a view to increasing, if possible, foreign exchange reserves in times 
of export booms so as to reduce fluctuations of imports in times of 
declining export earnings. As the Survey shows, several governments in 
the region have taken various steps to limit internal economic fluctuations. 
In this connexion the establishment of the Copra Fund in Indonesia and 
the Jute Board in Pakistan to reduce the impact of the fluctuations in 
prices may be mentioned. However, in view of the magnitude of the 
economic fluctuations, all these efforts were bound to have rather limited 
significance. 


Agricultural and Industrial Production 


The most pressing economic problem of the region is still one of ensur- 
ing adequate food production. Between 1938 and 1951 the population of 
the region increased by over 10 per cent, while output of foodgrains, 
although gradually recovering since the early post-war years, has not 
regained the pre-war level. Although the region is predominantly agri- 
cultural, the per capita food production, which is still below pre-war, is 
at present only one-half of the average for the rest of the world. Millions 
of people in the countries of the region stand dangerously near the border- 
line between hunger and famine. 


There is, however, evidence of the greater sense of social responsibility 
on the part of the governments and their anxiety to eliminate hunger, 
through the increase in the import of foodgrains, and through rationing 
and other methods of effecting a better distribution of available supply. 


The level of production of rice, the most important staple food in the 
region, remained practically constant between 1948/49 and 1951/52. The 
surplus of the exporting countries in the region, which was about 8 million 
tons before the war, has now shrunk to about 3.5 million tons. This decline 
in export surplus cannot be checked unless radical changes in production 
and consumption policies are adopted in the region. In considering in- 
creased production, the question of incentives should not be lost sight of. 
There is every reason to believe that, while the present methods of market- 
ing rice prevalent in some rice exporting countries of the region un- 
doubtedly enable the governments to secure larger and larger revenue, 
either for combating inflation or for development, they have had, in- 
cidentally, the effect of checking increased production which might other- 
wise have been possible. The price that is given to the rice producers has 
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been more or less the same during the last few years, in contrast to 
(1) the prices received by the producers of other agricultural commodi- 
ties, and (2) the higher prices of rice being paid by the importing coun- 
tries. Considering the increased cost of rice production, farmers may have 
little left from their incomes for investment to increase production. Unless 
the government revenue derived from the marketing of rice be used for 
improving rice cultivation, the production of rice would be adversely 
affected. Furthermore, the low domestic price of rice in the producing 
countries encouraged rice consumption and thus a larger amount of rice 
was retained inside the country than otherwise would have been the case. 


In view of the improbability of securing a larger supply of rice, the 
question has to be considered whether it would not be desirable to induce 
a change in the consumption habits of the people dependent so much upon 
rice. This, by no means easy, deserves careful attention. In any case the 
increase of rice production and export requires close regional co-operation 
and the supply of every essential agricultural requisite should receive a 
high priority. 

Agricultural production in general increased by about 3 per cent in 
1950/51 compared with the previous year and the improvement continued 
in 1951/52. This tendency was encouraged by a general rise in prices of 
agricultural products. However, the elasticity of agricultural production 
as a whole is low and increases in output are not commensurate with price 
increases. In the recent past, the moderate increases in production of 
certain agricultural raw materials have been secured by the more effective 
utilization of existing resources and by the shift of resources from food 
production to cash crops. 


In the meantime, although the elasticity of agricultural production as a 
whole is low, the different price relationships among agricultural products 
have had their effects upon production and output. Even in countries 
which had a firm policy of diversification of agricultural production and 
reduction of dependence on a single or a few export products, the high 
prices of the latter during late 1950 and early 1951 removed the incentives 
for diversification. In fact, the countries are confronted with a dilemma 
between the need for diversified production which they are unwilling to 
put through in times of rising prices of the few primary exports, and 
their willingness to diversify production when their ability to do so dimin- 
ishes on account of declining incomes. This is the more so in so far as 
imported equipment and materials are essential to the plans for diversifi- 


cation. In the solution of this problem, external aid would clearly be of 
very great value. 


Another disquieting feature in regard to agricultural production is the 
low and further declining productivity of land. For example, while the 
area devoted to rice crops increased during the year, there was no such 
proportionate increase in production, and the yield per acre declined. This 
shows that less intensive methods of cultivation have been adopted 
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because of lack of sufficient agricultural requisites, including fertilizers, 
seeds and implements, and that marginal lands might have been used. 
Another important factor which inevitably exerts a controlling force 
over agricultural production in the region is the disturbed internal political 
situation. War and civil disorders have become over the past few years a 
decisive factor in the economic conditions in several countries. The effects 
of the Korean conflict, as well as the internal conflicts in Burma, the three 


states of Indochina, Indonesia, Malaya and the Philippines cannot be 
over-estimated. 


There are, however, indications that the countries of the region are 
giving attention to the intensification of their efforts to expand agricul- 
tural production. In the six-year development programme agreed upon 
under the Colombo Plan by the four countries of Southeast Asia that 
participated in it in 1950, the investment in agriculture provided for was 
about one-third of the total investment; but in the revised plans presented 
at the last meeting of the Consultative Committee, provision for agricul- 
tural expansion and development was substantially increased. These are 
welcome tendencies and, if adequately developed, may improve the situa- 
tion during the next few years. 

In contrast with the low rate of expansion of agricultural production, 
industrial production in 1951, on the whole, significantly increased as com- 
pared with 1950, but particular bottlenecks and difficulties hampered 
progress. Thus, for example, the power shortages in dry seasons prevented 
the full utilization of capacity in Japan and to some extent in India. Coal 
supply in India suffered because of shortages of railway wagons and 
coastal shipping space needed for transport of food grains. It is probable 
that some of these obstacles will be removed in 1952. Nevertheless, fuel 
and power production, which is the basis for industrial expansion, has been 
increasing despite these bottlenecks, but it is rather low in relation to 
current requirements and inadequate for further economic development. 

Manufacturing industry, concentrated mainly in Japan, China and 
India, achieved notable increases in production in 1951. Industrial develop- 
ment in other countries consisted largely in the promotion of cottage and 
small-scale industries and those processing foodstuffs and raw materials. 


Generally speaking, increases in industrial production have been more 
noticeable in the heavy than in the light industries; there was a greater 
increase in the industrial output of Japan than in that of India or China; 
the increase in Japan was largely due to the demand created by the war 
in Korea. The position which India occupied in 1950 as the largest ex- 
porter of cotton goods was taken by Japan in 1951, owing in part to the 
deliberate curtailment of textile exports from India. With the conclusion 
of the Peace Treaty, the prospects of Japan’s trade have undoubtedly 
increased, but the ability of Japan to supply machinery and equipment 
may be affected by difficulties in the procurement of raw materials. 


Although little quantitative information is available, the volume of pro- 
duction from cottage and small industries is certainly large and, given 
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improved techniques and organization, capable of great expansion. It is 
natural therefore to find most of the countries of the region giving a 
great deal of attention to the promotion of these industries. 


Financial Resources for Development 


The present rate of growth of production in the countries of the region 
is not high enough to bring about an appreciable increase in the standard 
of living of the people. While the population is increasing approximately 
at the rate of 1.5 per cent per annum, available information shows that 
net investment in several countries of the region does not exceed 5 per cent 
of the national income. For other countries, owing to lack of data regard- 
ing depreciation and maintenance, it is difficult to estimate whether there 
has been any net investment at all. However, even an investment of 5 
per cent of the national income would still mean that capital formation is 
too low to take care of the capital requirements of the increasing popula- 
tion of the region. Whereas in developed countries the annual rate of 
investment has been 15 per cent of the national income or more in recent 
years, it is much lower in Asia where private investment is not very 
appreciable and where public investment is far below the level that would 
seem to be necessary. During the last few years the problem of securing 
greater domestic resources for economic development has engaged the 
attention of the countries of the region. A campaign for increasing volun- 
tary personal savings has been undertaken, but the results so far have 
proved rather disappointing except in a few countries. Whatever the 
success of savings campaigns, it is doubtful whether the volume of finan- 
cial resources required can be secured through such means. The mobiliza- 
tion of domestic capital for economic development has to be achieved 
primarily through the fiscal machinery, i.e., by measures of taxation 
designed to increase the proportion of income that is siphoned off from 
the income stream and ploughed back into the economy by way of pro- 
ductive investment. From this point of view, the fiscal policies of the 
governments have assumed considerable importance. In 1951, owing to 
increased money incomes, governments succeeded in raising the levels of 
taxation and imposing new taxes, and they embarked with varying degrees 
of success upon their borrowing programmes. Several governments are 
pursuing these policies further by reforming tax structures, improving 


tax collections and developing systems of taxation which could be better 
adjusted to fluctuations in national income. 


As a result of the increased money incomes during the year, government 
revenues increased substantially, the increase ranging from 18 per cent 
in India to 56 per cent in Malaya. Expenditures also continued to increase 
although less fast than revenues. Most countries of the region devoted 
more current and capital expenditures to economic and social development 
including railway, road and other construction; increased provision of 
social services; agricultural surveys and research; the establishment of * 
new industries ; as well as loans to public enterprises, cultivators and so on. 
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While these developments may be noted with satisfaction, there is no 
doubt that the capital available for development is still far below the 
required levels and that the mobilization of domestic capital alone cannot 
secure an adequate rate of economic development. Most of the ECAFE 
countries have secured considerable external assistance in the form of 
grants and loans. Besides the loans from the International Bank for Recon- 
struction and Development, the governments have received aid from the 
United States, the Colombo Plan countries and the United Nations, but 
objective and dispassionate economic analysis leads to the conclusion that 
the total sums thus far made available will have to be much larger if the 
pace of economic development is to be at a rate necessary to increase or 
indeed even to maintain the present standard of living. In this connexion 
the concept and use of counterpart funds, now coming into vogue in the 
countries of the region receiving assistance in the form of supplies, is 
likely to become a useful instrument of economic development. Such 
counterpart funds are now in use in several countries of the region, 
including Burma, China (Taiwan), Indochina, Japan, the Philippines and 
Thailand. Besides counterpart funds some of the governments, for ex- 


ample Pakistan, have created out of budget surpluses special funds to be 
used for development. 


An effort has also been made by several countries to stimulate private 
investment by various measures, of which exemption from taxes for a 
limited period of time, liberal depreciation allowances, reduced import 
duties on capital goods, and exemption from sales taxes are some of the 
more important. In Japan, steps have been taken to attract private invest- 
ment by offering to foreigners special exemptions from income taxes in 
respect of incomes derived from securities purchased with foreign cur- 
rencies and, to resident aliens, those on foreign currency incomes remitted 
to them. 


In this context the recent discussions in the Economic and Social Council 
concerning the possible establishment of an International Development 
Corporation and the establishment of a Fund for the purpose of making 
grants and loans at low interest for development purposes are significant. 


International Trade 


The total value of exports of the region? in 1951 increased by about 
40 per cent over the 1950 level and that of imports by about 50 per cent. 
The increase in the value of exports was, however, concentrated in the 
first half of the year, after which, mainly as a result of falling commodity 
prices, the value of exports declined sharply while the value of imports 
continued to increase though at a reduced rate. A positive balance of 
$1,130 million in the first half of 1951 was replaced by a negative balance 
of $350 million in the second half, and the positive balance of $780 million 
for the year as a whole compared unfavourably with a positive balance of 
$810 million in 1950. Changes in the balance of trade varied from one 


2 The ten countries listed in footnote 1. 
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country to another, depending chiefly on the demand for and prices of 
their major exports, and to a smaller degree on changes in imports. About 
80 per cent of the region’s trade surplus in the first half of 1951 was 
accounted for by the trade surpluses achieved in three major raw material 
exporting countries, Malaya, Indonesia and Pakistan. Other countries 
showed much smaller surpluses, while Indochina continued to have a large 
deficit. In the second half of the year the trade surpluses of Malaya, 
Indonesia, Burma, Pakistan, Ceylon and Thailand were considerably 
reduced. Indochina’s deficit was doubled. The other countries which con- 
tributed to the region’s deficit were India, the Philippines and Hong 
Kong, whose trade surpluses in the first six months were succeeded by 
large deficits. 


The striking effects of price declines on proceeds from exports of the 
main commodities have already been noted. In contrast, prices of imports 
(which had climbed very much more slowly than prices of exports during 
the preceding year) continued to increase throughout the year for most 
countries, although for some of them, such as India and Japan, which are 
large importers of raw materials, import prices tended to level off in the 
second half of the year. In general, the value of imports continued to 
increase even during the second half of the year, although at a slower 
rate. Such increase was generally concentrated on food and consumer 
goods rather than on capital goods. This was only to be expected since, 
in an effort to counteract inflationary pressures, import controls were 
relaxed and many of the commodities which were formerly either banned 
or subject to severe quotas were allowed to be imported freely. Further- 
more, while the value of capital goods imported increased by 27 per cent 
in 1951 as compared with 1950, the volume increased by only 8 per cent 
on account of the continuous increase in the price of capital goods.? Even 
this limited increase was possible mainly because of procurement facilities 
that accompanied foreign aid and loans. The import of capital goods into | 
the region from the major suppliers, the United States, the United King- 
dom and Japan, was mainly concentrated in the second half of 1951, 
partly due to the time-lags between orders and deliveries. There was a 
decline in the volume of capital goods imported into India, which is the 
largest capital goods importer of the region, while the imports into Pakistan 
and the Philippines only just maintained the 1950 level. Several govern- 
ments complained of the delay in deliveries of capital goods from the 
industrial countries and that the delivery periods were longer than in 
previous years. Nevertheless, in spite of the difficulties encountered, and 
contrary to the fears which were widely entertained immediately after 
the outbreak of hostilities in Korea, the increase in the export of capital 
goods from the industrial countries to the primary producing countries in 
the region in 1951 was encouraging. While the volume of orders placed 
in 1951 for delivery of capital goods in 1952 appears to have been larger 
than in the previous year, the prospects for actual imports in 1952 are 


“Imports of capital goods from the United States, the U 
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incertain owing to the increasing shortage of foreign exchange and the 
pply position with regard to some commodities. 


Imports into the region expanded from all sources; however, the rate 
of increase of imports from Japan and Continental Western Europe, 
especially Western Germany, was greater, and from the United Kingdom 
and other sterling area countries outside the region smaller than the average 
rate of increase. Imports from North America expanded significantly 
during the second half of 1951. The 125 per cent increase in the value 

of imports from Japan is evidence of the rapid progress of Japan’s indus- 
trial production. 


The pattern of trade of individual countries of the region showed some 
appreciable changes in 1951. Malaya, Indonesia and Pakistan, which nor- 
mally have export surpluses with North America and Continental Western 
Europe and import surpluses with the United Kingdom, had in 1951 
export surpluses with the United Kingdom and sizable trade deficits with 
_ Japan. In the Philippines, a small trade surplus with the United States in 
the first half of 1951 was replaced by a large deficit in the second half of 
_the year. In India, the trade surplus with the United Kingdom increased 
in 1951, but there were trade deficits with all other areas as a result of 
_ the heavy food imports. 


In China (Taiwan), there was a larger import surplus in 1951 than in 
the previous year, despite a general increase in domestic production, larger 
export demand and higher export prices. The substantial increase of 
United States aid, however, contributed to the improvement of its balance 
of payments position. The share of the USSR and countries of Eastern 
Europe in both imports to and exports from the mainland of China has 
more than tripled since 1950 and now accounts for 70 and 77 per cent 
respectively of the totals,* the share of the rest of the world declining 
correspondingly. According to the trade agreements, imports from the 
USSR and Eastern Europe to the mainland of China consisted mainly of 
industrial machinery, communication and transport equipment, and indus- 
trial raw materials. Exports from the mainland of China consisted of soya 
beans, silk, tea, wool and other products. If this change in the trade 
pattern of the mainland of China becomes permanent, among other effects 
the entrepét trade of Hong Kong is likely to be seriously affected; signs 
of this were, at any rate, evident in 1951. 


The terms of trade of raw material exporting countries underwent dif- 
ferent degrees of improvement during the boom period, and showed 
different degrees of deterioration when the boom abated. Countries which 
showed the greatest improvement in the terms of trade during late 1950 
and early 1951 were the major exporters of rubber and tin, namely, 
Malaya and Indonesia, and, to a lesser extent, Pakistan. Ceylon, Indochina 
and Thailand also had favourable terms of trade. After the first quarter 
of 1951, however, the terms of trade of several countries deteriorated. 


“The USSR alone accounts for 45 per cent of the total imports and 52 per cent of 
the total exports. 


Nevertheless, in the second half of 1951, they were still 25 per cent higher 
in Malaya than before the Korean war, but 17 and 7 per cent lower in 
the Philippines and Ceylon respectively. The terms of trade of India, 
after showing an improvement during the first three quarters of 1950, 
deteriorated in the last quarter of the year; in 1951 they significantly 
improved in the second and third quarters, followed by a deterioration in 
the fourth quarter, but remained significantly above the level of the 
average for 1950. 


In Japan, because of the comparatively industrialized nature of its 
economy, both the terms of trade and the course of trade itself presented 
a rather different picture from those in the rest of the region. The terms 
of trade improved in 1951, and in the second half of the year were more 
favourable than at any time during the previous year. For the year as a 
whole, exports increased by 74 per cent in value and imports by 69 per 
cent, with a trade deficit of about $60 million. But for “Special Procure- 
ment” exports this deficit would have been much greater. Once such 
exports are ended, it would appear that Japan will be confronted once 
again with an acute problem of dollar shortage. It is already faced with 
a problem of an excessive accumulation of sterling, since its exports to 
sterling area countries have increased much more than its imports from 
those countries, and it has not been able as yet to obtain enough of its 
essential imports from these countries to make effective use of its sterling 
balances. It is difficult to see any short way out of this dilemma unless 
political developments permit a full resumption of trade with the mainland 
of China, either direct or through Hong Kong, enabling Japan to obtain 
essential imports from the mainland of China, which would reduce its 
dependence for imports on the United States and help to solve its over-all 
export problem. Any other short-term solution would imply the availability 
of sufficient dollar resources to countries of the region, including Japan. 


Inflation 


In several countries of the region the high level of exports and export 
prices, which was responsible for the accumulation of foreign balances, 
was also the principal cause of domestic inflation. This was first felt in 
the form of higher prices and profits in the industries directly affected. 
These in-their turn led to higher expenditure by profit-takers and others 
in these industries, resulting in increased incomes throughout the economy. 
Increased imports and home production were not sufficient to meet this 
increased demand, and there was accordingly a rise in domestic prices. 
The decline in export prices, which started in March 1951, set deflationary 
forces in train. Any serious and prolonged price decline would, however, 
necessitate painful downward adjustment of costs, particularly wages, not 
only in the export industries but throughout the whole economy. 


With the increase in prices of raw materials and, subsequently, of manu- 
factured goods, including capital equipment, the more industrially ad- 
vanced countries of the region, notably Japan and India, were also subject 
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to price increases from higher costs. Increased investment expenditure in 

these countries may have been due more to the higher cost of imported 
Taw materials and other investment goods than to an increase in the 
volume of real investment. 


The expansion of imports and domestic production was not sufficient 
in some countries to meet the increased demand, and a rise in domestic 
prices ensued. In food deficit countries, the rising price of rice imports 
also had an inflationary effect except where offset by subsidies. 


In India, East Pakistan and south Korea, inflation was further generated 
by shortages of food and other products in face of constant or increasing 
demand. Drought in India and East Pakistan had adverse effects on food 
production, a factor which in India—and similarly in Japan—hampered 
expansion of industrial output through its influence on power supply. 
In south Korea, the increased food shortage was a direct result of the war. 
War expenditure was also the principal cause of the continued rise in 
prices in the three states of Indochina, although inflation there was nothing 
like what it was in south Korea. 


To combat the inflation generated by the export boom, several countries 
increased export duties, thus drawing off part of the windfall profits into 
the hands of government. In other countries (Indonesia and Thailand) a 
similar result was secured by the application of multiple exchange rate 
systems. In Thailand, an appreciation of the baht on the free exchange 
market in early 1952 also produced a general anti-inflationary effect, 
although this was partly offset by a downward revaluation in-the exchange 
rates applied in assessing import duties, which had the effect of increasing 
the amount of duties payable. In the Philippines, the 17 per cent tax on 
foreign exchange purchase yielded a substantial amount of revenue for the 
Government, thus reducing the Government’s budget deficit during the year 
1950/51. The tax did not raise prices of essential imports as they were 
exempted from the tax. In Burma, the Government, by maintaining a low 
but stable price for rice purchased by its export monopoly, was able to 
maintain stable incomes of farmers while accumulating increased balances 
abroad for the future financing of development plans. 

Another weapon against inflation was the relaxation of import controls, 
to which reference was made earlier. Numerous goods were added to the 
“open general licence list” in sterling area countries, to the “free list” in 
Indonesia, and to the “decontrolled list” in the Philippines. Pakistan 
reduced import duties on a number of consumption and development 
goods. This policy appears to have been particularly successful in the 
Philippines, where both wholesale prices and the cost of living index at the 
end of 1951 were lower than they had been at the beginning of the year, 
despite a tax on foreign exchange purchases. The same policy achieved 
considerable syccess in Burma, Ceylon and Pakistan. In the three states 
of Indochina, over-valuation of the piastre, coupled with a considerable 
import surplus, helped to curb the pace of inflation. 
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As pointed out in last year’s Survey, the monetary authorities have been 
securing more powers of money and credit control. Although the banking 
systems are not yet sufficiently highly organized, the monetary authorities 
are taking steps to secure better and more efficient control over the volume 
of money supply. The bank rate has emerged once more as a weapon of 
credit control in a number of countries of the region. During 1951 interest 
rates rose throughout the region, but only in Japan and India was this 
‘brought about by an increase in the bank rate. In other countries the rise 
in interest rates was probably mainly the result of a greatly increased 
demand for funds principally for trading purposes and for speculative 
holding of stocks. Although so far, countries of the region have made only 
limited use of monetary measures to control inflation or to implement 
economic policy, the monetary authorities are gaining more effective con- 
trol through selective credit control, moral suasion and other means. The 
powers of the central banks have been strengthened, and credit control to 
combat inflation is now one of the accepted policies of most of the central 
banks. India and Japan, and to a smaller extent Ceylon, have developed 
methods of qualitative control of credit, and Japan has succeeded in 
developing a method of quantitative control by raising the rates of interest 
on loans of different amounts. The exercise of these powers is an essential 
part of the machinery of control, since these countries are subject to such 
enormous fluctuations in the balance of payments. 


In most countries of the region, direct controls (such as price controls, 
allocations, rationing and state trading) have survived largely intact. 
Ceylon, India and the Chinese mainland had the most comprehensive sys- 
tems. In meeting the renewed inflationary crisis, the control machinery 
was expanded in several countries, notably Indonesia, the Philippines and 
Thailand. In Japan, the trend was in the other direction, although the 
decontrol of rice was postponed until the 1952 crop. In general, control 
measures in the region tended to be successful mainly when the com- 
modities to be controlled were held physically and distributed by efficient 
public or semi-public organizations. Food price controls might have been 
partially responsible for shifts of agricultural labour away from staple 


food production to the production of raw materials whose prices were 
more flexible and higher. 


Dilemma of Economic Development 


In the first stage of post-war planning, most of the governments of the 
region did not bother too much about financial implications of develop- 
ment plans, but the hard facts of the immediate post-war period brought 
about a complete change in their attitude. They all became more or less 
inflation-conscious, preoccupied increasingly with methods of countering 
inflation by various means. In this, governments have attained a consider- 
able measure of success. On the other hand, economic development at the 
rate which is essential for maintaining and increasing standards of living 
cannot occur unless a very much accelerated rate of investment takes 
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lace, and this is bound to generate a certain amount of inflation. So far, 
either domestic nor foreign financial resources have been adequate to 
ring about this rate of investment. There is no easy or short way out to 
economic development. Governments will have to find ways of appropri- 
ating a larger and larger share of the increased incomes of the people 
which can only be done either by taxation or by borrowing from outside 
the banking system. To have recourse to more and more taxes, direct and 
“indirect, is admittedly unpopular, but to wait for voluntary savings will 
only aggravate the difficulties confronting the economy, It is in this state 
of dilemma that the countries of the region legitimately look for increased 
foreign loans and grants. At present the countries of Asia and the Far 
East suffer from under-investment and under-production. Reformed tax 
structures, stability of demand for the products of the region, and heavier 


flow of foreign capital and grants are essential if economic development 
of the region is to gain momentum. 


SYMBOLS USED 


The following symbols have been used throughout this Survey: 
. = not available; — = nil or negligible. 


In referring to combinations of years, the use of an oblique stroke, e.g., 
1947/48, signifies a twelve-month period (say from 1 July 1947 to 30 June 
1948). The use of a hyphen, e.g., 1947-48, signifies the full period of 
calendar years covered (including the end years indicated) as either an 
average or a total, as specified. 

Unless the contrary is stated, the standard unit of weight used through- 
out is the metric ton. 


The following symbols are used to represent the abbreviations of national 
currencies in Asia and the Far East: 


Rs. 


NTY. 


P. 
Pr. 


Rupee (Burma, Ceylon, India and Pakistan). 

New Taiwan yuan issued by the Bank of Taiwan under 
the National Government of China. 

People’s Bank note issued by the People’s Bank of China 
under the Central People’s Government of China. 

Hong Kong dollar. 

Rupiah (Indonesian). 

Yen (Japan). . 

Won (Republic of Korea). } 
Malayan dollar (Malaya and British Borneo, embracing 
North Borneo, Brunei, Sarawak, Federation of .Malaya 
and Singapore). 

Peso (the Philippines). 

Piastre (Cambodia, Laos and Vietnam). 


The term Indochina is used in a geographic sense to cover the Customs 
Union of Cambodia, Laos and Vietnam. 


The term Malaya includes the Federation of Malaya and Singapore. 
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PART ONE 


PRODUCTION 


CHAPTER I 
General Trends of Production 


MovEMENTS OF PRODUCTION LEVELS 


Production in the ECAFE region during 1951 showed an improvement 
over 1950, although agriculture lagged considerably behind industry and 
mining and the improvement was not evenly distributed among the various 
countries. 


The upward movement of production was mainly in response to the 
high level of demand arising from the Korean war, from widespread 
re-armament and strategic stockpiling, and from increased buying for 
investment and speculation. The general demand for commodities con- 
tinued to rise until the second half of 1951, when it began to slacken 
gradually. The rate of growth in production accordingly slowed down or 
turned into a decline. 


Agricultural production in 1950/51, which determined a large part of 
the 1951 supply, increased over the previous year by about 3 per cent as | 
against a probable increase of population by over one per cent.t Informa- 
tion about the harvest of 1951/52, which determines the balance of supply 
for 1951 and the major part of 1952 supply, points to a further moderate 
improvement. 


Industrial production increased much more rapidly, as evidenced by 
indexes for Japan, India and China which accounted for about 90 per cent 
of the region’s industrial output. In 1951, there was continued industrial 
expansion on the mainland of China while industrial output exceeded 
1950 levels by 36 per cent in Japan and by 11 per cent in India. 


The changes in agricultural and industrial production in the countries 
of the region may be seen from table 1. 


The contrast between the production increases in agriculture on the 
one hand, and in industry and mining on the other, was most marked in 
China, India and Japan. In Japan, while industrial production in 1951 
increased by 36 per cent over 1950, agricultural production rose by only 
7 per cent. In China, the increase in agricultural production in the same 
period was about 15 per cent, while that in industrial and mining output 
was larger. In India, the 11 per cent increase in industrial output was 
accompanied by a decline of some 5 per cent in agricultural production 


1 However, as compared with prewar, agricultural production remained at the same 
level while population rose by over 10 per cent. 
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Table 1. Indexes of production 


(Prewar = 100)8 


1949/50 1950/51 1951/52 
Agricultural production 7 e 
Burtid “adico wuts ocle new aan ee irere hah aie delete rea teeta 69 71 3 
Gey loti cipro sisicun viel a aiislopee Sines sie ereso «eres ear 131 143 147 
China dh 
Mainlan 
Fodd¥etainss. soctec tae va ae ecasie es oe saree 76 87 93 
Raw! COELOM ns ts v/erebte cielavaie ofotegale ore craverancy a aise 51 84 133 
PTA WAN os bates he esas Re re ie ale ule rac ace 82 73 82 
Nias suse tate oewie/oon ees ASE eae Lil ata desta 102 97 102 
THA GCN aw fae cd, «3% sto ates ashe aor ease eho aed 78 Kd 80 
UG ONMGSIa. eacitoe Oks ots zidieta@ scleliy s.chleaha seis ers a a 101 
APANeer eae teow hee oe en ante ma se ets a eae ae e 3 
ieee ERE nine MC err peer se 158 162 161 
PaiStartage co tae.s 8 else ait cide sacl ei eerae ames a aera 97 101 104 
Philippines tras oe creas twetataietas serv eaiiars « areas te 99 110 116 
shia anid mete: «cata cetrtirae ese tee sarsas ste < aes er 160 167 164 
Industrial production? 1949 1950 1951 
China 
Mainland 
SIGCETICIE Var Meee tema tee enc oie eee ened 72 78 94 
(Goal Bae ee we onions aah ns Serer ew etian 45 59 69 
Steel ingots and: castings) <...<.eweaceenee oe 16 69 97 
Cotton yarn! (ete acon ce fae enti an oes 72 100 106 
MRALWaAlla Wo ste Seascale ews es ss athe She as Gabe e ae 76 80 78 
I dtae Retr ac cones SER OER eR one a es oo nn MCL es 111 110 123 
NAPALM! 3o ere aisle woulda tial Wreraiele Sew < mp a ecco meniens 78 94 128 
Philippines 
Mantifacturinotraccytns ceccsc ceecaiee e eeta ae at 95 102 120 
Misiini go: Weer e raise tree wero mana tiare tate eam aia Seretc ee 49 59 68 


Sources: United Nations, World Economic Report, 1950-51. Office of Foreign Agri- 
cultural Relations, United States Department of Agriculture, Foreign Agriculture, 
January 1952, p. 18. Eastern Economist, Special Budget Number, 1952-53. 


®The bases of indexes are different for different countries, and sometimes also 
between agricultural and industrial production—they are as follows: 


Agricultural production: 1935-39, for Burma, Ceylon, China (Taiwan), India, 
Indochina, Indonesia, Malaya, Pakistan, the Philippines and Thailand; 1936 for the 
mainland of China; 1933-35 for Japan. 


Industrial production: Recorded peak year for China mainland, generally 1936, and 
in the case of the north-eastern provinces (Manchuria) 1943; 1937 for China 
(Taiwan), India and the Philippines; 1934-36 for Japan. For India, index of 
Directorate of Industrial Statistics (1946= 100) linked to Eastern Economist index 
(August 1937 = 100). 


» Indexes of India, Japan and the Philippines excluding electricity and gas. Elec- 
tricity included in Taiwan index. 


between 1949/50 and 1950/51, although there were indications of im- 
provement in 1951/52. 


In the rice surplus and raw material exporting countries of Southeast 
Asia, and in Pakistan, industry and mining probably also recorded greater 
increases than did agriculture between 1950 and 1951, as a result of 
progress in industrial development and rehabilitation. It may be noted, 
however, that the production of both tin and rubber, the leading export 
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materials of the region, although still considerably higher than before the 
Korean war, declined in 1951 in response to falling overseas demand.? 


The upward but varying movements in industrial and agricultural pro- 
duction may be further illustrated by the indexes of output of selected 
commodities shown in chart 1. 


Among the agricultural items, rubber alone experienced a greatly in- 
creased output, production in 1951 being double the pre-war total. Among 
manufactures, on the other hand, production of all the items shown in 
chart 1 increased appreciably except that of iron ore and cotton yarn. 
Output of the latter, one of the region’s most important manufactures, 
was, in 1951, only three-quarters of pre-war. 


The differences in production movements between agriculture on the 
one hand, and industry and mining on the other, arose, inter alia, from 
differences in elasticity of production within a short period and from 
the fact that agricultural producers in the region are less organized than 
industrial producers and therefore slower in responding to rising prices. 
With respect to the elasticity of agricultural production, the volume of 
crops is governed by weather and other natural conditions, notably as in 
India; by technical factors, such as the long period of production in the 
case of rubber; and by social factors, such as traditional land tenure 
systems which leave little initiative or incentive for agricultural improve- 
ment. In industry, the existence of unused or partially damaged industrial 
and mining capacity was of particular importance in Japan and on the 
mainland of China, where rehabilitation progressed rapidly in 1950 and 
1951. 


GEOGRAPHICAL CONCENTRATION OF PRODUCTION INCREASES 


There was some geographical concentration of the increases which 
occurred in production. Most of the increase in agricultural output between 
1950 and 1951 appears to have been on the mainland of China, while 
improvement in the countries of Southeast Asia and in Pakistan was only 
moderate. 

In rice production, which is the most important crop of the region in 
terms of tonnage and value, while the regional total in 1950/51 remained 
at about the same level as in 1949/50, production of rice paddy on the 
mainland of China increased by 2.8 million tons. Again, of the further 
increase of 700,000 tons of paddy in the region’s rice crop in 1951/52, 
the mainland of China contributed 600,000. The considerable agricultural 
improvement on the mainland of China was, among other things, due to 
an extension of cultivated acreage, significant progress in irrigation, and 
increased supply of insecticides and fertilizers; it occurred in spite of 


unfavourable weather conditions, and shortages of certain other agricul- 


tural requisites, including draught animals.* Also, 1949/50 production 


2 See chapter VI, “Fluctuations in Export Earnings”. 
® See United Nations, World Economic Report, 1950-51. 
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Chart 1 
INDEXES OF PRODUCTION OF SELECTED COMMODITIES 
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been only three-fourths of the prewar level, and the subsequent rapid 
restoration of production was undoubtedly facilitated by internal stability. 


In fuel and power, Japan, India and probably the mainland of China 
achieved large i increases in recent postwar years. As compared with 1950, 
the increase in Japan’s coal output was about 5 million tons, and in India’s 
2 million. The coal output in China (mainland) is reported to have in- 
creased by about 4 million tons.‘ In the same period, the region’s output® 
of electricity increased by 3,500 million kwh, of which 2,300 million kwh 
was accounted for by Japan and 770 million kwh by India. 


In manufacturing, the geographical concentration was even more pro- 
nounced. Not only is Japan already more advanced in this field than are 
India and the mainland of China, but progress in 1951 was greater in 
Japan than in either of the other two countries, Japan accounted for 90 
per cent or more of the increase in 1951 in the region’s output® of iron 
and 50 per cent or more of the region’s output of cotton yarn and cloth. 
The increases in engineering production were even more concentrated in 


Japan. 


PRODUCTION MOVEMENTS OF COMMODITY GROUPS 


; 

7 

: In agriculture, the production i increases in 1951 were more pronounced 

in industrial crops than in foodstuffs. The relatively greater increase in 
production of industrial crops arose, inter alia, from the considerable dis- 

. parity of prices between the two groups of commodities as well as from 
deliberate governmental policy to increase production of industrial crops, 

e.g., jute and cotton in India and cotton on the mainland of China. 

| 


Advances in industrial production occurred more in heavy than in 
light industries. Most of the heavy industries of the region are located in 
Japan and, to a lesser extent, on the mainland of China and in India. It 
was in Japan that the difference in the extent of production increases 
between light and heavy industries was most apparent; for example, pro- 
duction of machinery in 1951 increased by 71 per cent over 1950 while 
output of cotton yarn increased by 41 per cent. 


* People’s ~ * People’s C hina, 6 October 1951. 


5 Excluding the mainland of China. 
* Ibid. 


CHAPTER II 
Foodstuffs! 


Food production constitutes a large part of the economic activities in 
most countries of the region, the exceptions being Japan (industrialized), 
Hong Kong and Singapore (entrepéts), and Malaya (specializing in raw 
material production). In all but the latter countries, agriculture 1s respon- 
sible for 40-65 per cent of the national income and over 80 per cent of the 
cultivated land is devoted to the production of food.” 


As regards consumption, food accounts for 50-55 per cent or more of 
the total expenditure in the average family budget, a proportion which 
contrasts sharply with the corresponding share of about 30-40 per cent 
in the more developed countries outside the region.* The hard core of the 
world’s food problem is indeed located in Asia and the Far East. With 
one-half of the world’s population, the region has only one-third of the 
world’s cultivated land and produces little more than one-third of its grain 
output. Thus the per capita indigenous food production in the region equals 
only one-half of the average for the rest of the world, and is, indeed, 
deteriorating because at present the increase in population is not being 
matched by a-.proportionate rise in food supplies. 


GENERAL FOOD SITUATION OF THE REGION 
Production and consumption levels 


Production of grain crops in 1950/51, which determined a large part 
of the 1951 food supply, increased by some 2 per cent over 1949/50, 
but fell short of the prewar level also by 2 per cent.* A series of adverse 
natural factors affected the crops in India, where total grain production 
in 1950/51 showed a 10 per cent decrease in comparison with the pre- 
vious year. Looking at the region as a whole, however, the decline in 
India was more than offset by gains on the mainland of China, although 
there both the area under food crops and production remained below the 
prewar level. Declines in Ceylon, Malaya and south Korea in 1950/51 
akan ae fe a, Mean Sb material supplied by the Food and Agriculture 

*See United Nations, Economic Survey of Asia and the Far East, 1950, p. 120. 


*ILO, The Economic Background of Social Poli ludi 
cere ee rt g f al Policy Including Problems of Indus- 
“Following the practice of FAO, the cro i i 
O, p year for the region refers to sprin 
summer and fall of the year first indicated, and for the more ie i areas, inthe F 


the early part of the following year. See FAO, Food 7 istt 
Wise gy » Food and Agricultural Statistics, 
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were also more than counterbalanced by appreciable gains in Indonesia, 
Japan and the Philippines. 


Table 2. Food production 


(Gross production in million tons) 


2 Prewar average 1948/49 1949/50 19 
Bes crops / / 950/51 1951/52 


Rice (cleaned basis) .......... 100.6 99.6 98.2 97.5 98.3 
Wheat .. Bp A, — ea ae 34.8 35.2 32.6 36.6 38.1 
MILO IEEE AING oe ee oko oe nk 65.0 62.7 61.0 61.3 63.1 
TOTAL GRAINS.... 200.4 197.5 191.8 195.4 199.5 
Lond Ss Sap ied cee ie aE 5.9 6.5 6.8 
otatoes and root crops ........ i 3.2 51.8 52.9 : 
Vegetable oilseeds and oils, oil Be 
AEE NC TNR eran fo Taian ciek 5 = ite 8.1 7.6 75 7.9 8.0 
7 RO pe A ee 0.16 0.05 0.07 0.07 0.08 
Th ae eee 0.70 0.60 0.60 0.70 0.70 


8 Based on estimates of the International Tea Committee. 


Estimated grain crops for 1951/52, which determined the balance of 
the 1951 supply apart from imports and exports, again showed a moderate 
gain over the previous year, although they still remained slightly below 
the prewar level. The unsettled political situation and adverse seasonal 
factors continued to affect the crops in a number of countries. For another 
successive year, India, which has the largest grain area in the region, 
experienced droughts, but the harvest was reported to be somewhat larger 
than in 1950/51. On the mainland of China, some gain over the previous 
year was again reported in spite of unfavourable weather. Estimated de- 
creases in food crops in Japan and Thailand in 1951/52 were less than 
the increases in other countries. j 


In most countries of the region, the area devoted to grain crops was 
increased during the year under review, but proportionate gains in pro- 
duction did not materialize, indicating a further deterioration in yield per 
acre, which already in the previous year had been below prewar. In 
1946-49, as compared with prewar, the annual yield under grain crops 
was 12 per cent® lower. In 1950/51, it further decreased, retlecting a falling 
postwar tendency which was caused by unsettled conditions, adverse 
weather and less intensive methods of cultivation due mainly to lack of 


agricultural requisites. 


The lower postwar level of production in face of increased food require- 


ments created a serious regional shortage. This deficiency was partially 


met by the change in the region’s trade position from a net food-grain 
exporter of 1.5 million tons per annum in prewar years to a net importer 
of 6-7 million tons per annum in recent years.? Thanks to a gradually 
rising level of foodgrains imports, the total grain supply surpassed the 
prewar level of some 199 million tons, in 1948/49, 1950/51 and 1951/52. 


~ *FAO, Food and Agricultural Statistics, Vol. IV, No. 4-5. 
*Net grain import increased from 5.8 million tons in 1950/51 to 7.2 million tons 


in 1951/52. 
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Table 3. Available supplies of foodgrains 


(Million tons) 
1934-38 1948/49 1949/50 1950/51 1951/52 


Rice 
Regional productiotieswe sam sels seas 100.6 99.6 98.2 97.5 98.3 
Net import (+) or export (—)®.. —2.1 0:06, =:03) —0.1 233 
(Available «Supply »smerne serene 98.5 99.7 98.5 97.4 98.3 
Wheat 
Resionaleprodtctionies seas cies re 34.8 35.2 32.6 36.6 38.1 
Nets import’ (at) Sree ced oF ume ater 1.0 47 46 44 6.0 
AvailablesSupply» ca ces ove een e ews 35: 39. a 1.0 44.1 
Coarse grains 
Regional production .............- 65.0 62.7 61.0 61.3 63.5 
Net import (+) or export (—)... —0.4 0.9 0.8 iS iz 
(AvallapleaStpplyeae otis alerts tetaietey ike 64.6 63.6 61.8 62.8 64.7 


Ss 
= 


TOTAL GRAIN SUPPLY 198.9 203.2 197.5 201.2 2 


a The trade in rice is for calendar years for the second half of the crop season 
shown, e.g., 1949 trade under 1948/49 crop season, etc. 


The deficiency in grain supply was not evenly spread out in all parts 
of the region but was concentrated in India and some other deficit areas. 
In 1950/51, all countries for which data are available, except Japan and 
the Philippines, had a per capita consumption level which, in terms of 
calories, was lower than prewar. There was, however, a general improve- 
ment in the year, as compared with 1949/50, except in India which suf- 
fered a serious decline, as shown in table 4. 


Table 4. Estimated energy and protein content of national average food 


supplies 
(Per caput per diem) 
Calories Total protein Animal protein 
1949/50 1950/51 1949/50 1950/51 1949/50 1950/51 Remarks 
Cavloni .cncen 2,010 2,050 44 45 11 11 More rice and 
sugar 
(Ghin alien's fans 2,020° 2,120 62 65 5 5 Substantially more 
rice, wheat and 
pulses 
[ndiaw weeha. 1,700 1,620 43 41 6 6 Appreciably less 
rice and pulses, 
slightly more 
wheat 
Indonesia ... 1,880 2,030 42 43 5 5 More rice and 
starchy roots 
Lepatcwcsci 2,100 2,180 55 56 9 9 More rice, other 


grain, sugar and 
meat, less fish 


Philippines .. 1,970 2,050 45 47 10 11 More cereals, 
starches, root 
sugar and fish 
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_ Another aspect of food deficiency regards quality. The current im- 
provement in food consumption in most countries was related only to 
energy-producing foods, such as cereals, whereas the more protective 
foods, such as livestock products, were as inadequate in 1951 as in the 
previous year. 


This slow progress or lack of progress in regard to the consumption 
_ levels of protective foods must be taken into account in assessing any 
improvement in the region’s food supplies. 


Long- and short-term problems 


Since prewar years, the region’s food production has thus tended to 
_ fall increasingly short of the requirements of the rapidly growing popula- 

tion. This is the long-term problem of the region. In addition, short-term 
factors, such as irregularity of rainfall, plant diseases and insect pests, 
have caused crop failures and in consequence temporary food shortages 
in various parts of the region. Indeed, the high variability of yield of 
grain crops, in addition to the scarcity of food stocks and inadequacy of 
transport, have caused recurrent famines. 


As shown in table 5, while the population of the region increased by 
over 13 per cent since pre-war, grain production remained unchanged 
around the pre-war level, thus leading to a deterioration in the per capita 
production of food, which was only partly offset by the increase in 
imports. 


Table 5. Indexes of food production, available supply, population and 
per capita food supply 


(1934-38 = 100) 


Food Available Per capita 

production supply*® Population food supply 
La sie nea nea when's © 96 99 112 88 
2 See errr 98 101 112 90 
i | OL AT Aen BSS SS Pa 100 104 113 92 


8 Production plus net import or minus net export. 


Slow progress in production was due to a number of factors, including 
institutional ones, such as the traditional tenure system which leaves the 
peasants with little initiative and incentive for higher yields; insufficient 
‘progress in irrigation and water control work; inadequate supply of 
agricultural requisites, such as fertilizers, improved seeds, implements, 
work animals and pesticides; and shortage of capital funds and trained 

skills on the part of the cultivators. 


_ The slow pace of economic development in general had a decisive effect 
on food production and supply by keeping low the supplies not only of 
agricultural requisites but also of the exports with which food imports 
light be purchased. On the other hand, shortages and high prices for 
foodstuffs may in turn act as deterrents to industrial development by 


~ 
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increasing the labour costs of industry and by necessitating the use, for 
food imports, of foreign exchange which might otherwise be spent on 
capital goods. 


Like many countries in the West during the nineteenth century, most 
countries of the region have witnessed a rapid increase in population asa 
result of reductions in death rates brought about by medical and sanitary 
improvements; but in contrast to developments in those countries, the 
population increase in most parts of the region has not been accompanied 
by sufficient industrial and agricultural expansion. Thus food deficiency 
has become a chronic problem in many countries of the region, and per 
capita food consumption has tended to decline, reflecting a decline in per 
capita real income. It is a problem of high and increasing population den- 
sity in an economy of technologically backward agriculture. 


Among short-term factors militating against improved food production 
have been the unsettled internal conditions in Burma, Indonesia, the three 
states of Indochina and Malaya, the adverse weather conditions experi- 
enced in a number of countries, especially India, and shortages of ship- 
ping space and inland transport facilities which restricted the distribution 
of food supplies and agricultural requisites among localities, for example 
in Pakistan and Indonesia, as well as between nations. 


During 1950/51 the difference in rates of price increase between food- 
stuffs and raw materials also constituted a deterrent in some countries. 
The rise in prices of raw materials in relation to those of food crops 
tended to discourage the cultivation of food crops or cause a shift of 
land and labour resources from food to cultivation of other crops, as on 
the islands of Sumatra and Kalimantan (Borneo) in Indonesia.? 


On the other hand, when there was a decline in prices of raw materials 
in relation to those of foodstuffs in the second half of 1951, and it appeared 
that food cultivation might again be encouraged by the price situation, 
exchange earnings tended to fall, thereby adversely affecting the countries’ 
ability to pay for imports of both foodstuffs and agricultural requisites 
for projected increases in food crops. 


Energy versus protective foods 


Thus far, discussion has been centred on the production and consump- 
tion of energy-producing foods, such as cereals, roots and tubers, as dis- 
tinct from protective foods, such as fruits, vegetables and animal products. 


hn India the Government considers the need for relative self-suMiciency in 
cotton and jute to be concurrent with the need for self-sufficiency in food. The diver- 
sion of land from rice to cotton and jute appears to be the result of deliberate policy 
It is not simply a problem of growing more food and less non-food crops, but of 
growing more of both, Further, while many areas of India have always preferred 
rice, they are learning more and more to substitute wheat in their diet; after all 
nutritionally, a pound of wheat is superior to a pound of rice if each is properly pre- 
pared. Similarly in China, a deliberate effort is being made by the authorities to 


encourage cotton growing by giving priorities to cotton gro i i 
g wers in granting govern- 
ment loans and guaranteeing prices to growers, : 3 Re 


Se 
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Because of the high pressure of population on land, food production in 


the region is generally concentrated on products of relatively low cost but 
of high caloric value. Thus, while vegetable foods greatly outbalance 
animal products in production, cereals and potatoes account for by far 
the largest part of the total area under food crops.8 ‘The concentration of 
production on energy foods is reflected in patterns of consumption. In 
prewar diets, 70-90 per cent of the calories consumed by the population 
in China, India and Japan were derived from cereals and potatoes, and 
only 1-10 per cent from livestock products. In this respect, the region 
compared very unfavourably with the highly developed, and even with 
other equally under-developed, regions. In North and South America, at 
that time, cereals and potatoes accounted for only 30-40 per cent respec- 
tively of the total calories consumed, while livestock products accounted 
for 34-40 per cent and 25-35 per cent respectively.? Thus, although in 
most countries of the region, the supply of energy foods falls short of 
minimum health requirements, the main deficiency in providing a bal- 
anced diet lies in the absence of protective foods. According to one esti- 
mate, the deficiency of food supply in the Indo-Pakistan sub-continent in 
a relatively normal year was 17 per cent in terms of calories, as compared 
with 38 per cent in terms of proteins, 64 per cent in terms of fats, and 
even more in terms of vitamins.’° 


The reduced supply of animal products in relation to energy foods may 
be exemplified by the production of meat and fisheries. Meat production 
in the immediate postwar years fell much below the prewar level, and has 
been recovering at a rate lower than that of grain crops. Thus there has 
been a more severe deterioration in the per capita production’ in the 
postwar years, which has been only partly offset by the increase in 
imports. The situation in fishery production seems to be somewhat better, 
although there has been a similar tendency for per capita supply to decline. 
Before the war, the deficiency in livestock products supply was partly 
offset by the relative abundance of fishery products, especially in the 
islands and coastal countries. The prewar regional catch of fish was 
estimated at 8 million tons per annum, but war damage to fishing equip- 
ment caused a sharp decline in the years 1946-48 to about half the prewar 
level. Rehabilitation has been rapid only in a few countries. In Japan, the 
largest producer of the region, accounting for some 37 per cent or more 
of the region’s total output in recent postwar years and a much higher 
percentage before the-war, landings improved by Zi, per cent in 1950 as 
compared with 1949. Because of the paucity of information, it is hard to 
say to what extent the region’s fishery production and consumption in 
1950-51 fell short of the prewar level, but it is likely that the per capita 
supply of fishery products declined more than that of energy foods. 


s in th ar years are 70-80 for Burma, China, Indonesia, Japan 
and Koreas 00-95 fie fads ‘aid Pakistan; and 95 and over for Thailand, Indochina 
and Ceylon. Economic Survey of “sai we Far East, 1947, pp. 52-53. 

®°T. W. Schultz, Food for the World, p. 165. 

» ILO, Beek Bictip ound of Social Policy Including Problems of Indus- 


trialization, p. 9. 
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FooD POSITION OF SELECTED COUNTRIES 


Before the war, the region as a whole was more than self-sufficient 
in foodgrains, having a net export of over one million tons per year. 
Within this total picture, however, there were important deficit areas, 
notably: (1) China, India and Japan, countries of large population and 
having a greater degree of industrialization; (2) Ceylon, Indonesia, 
Malaya and the Philippines, the mainly raw material export economies; 
and (3) Hong Kong and Singapore, the entrepdts of the region. The 
deficiencies of these areas were, in the prewar years, largely made up by 
large imports from within the region. The prewar surplus areas were 
(1) Burma, Indochina and Thailand, the major rice exporters, and (2) 
Korea and Taiwan, rice exporters under Japanese control. The prewar 
intra-regional trade of grains was thus predominantly in rice. 


While the aggregate prewar rice production of the surplus areas was 
only 18 per cent of the regional total, these areas were responsible for 
more than 95 per cent of the region’s exports of rice. On the other hand, 
China, India and Japan, while producing some three-quarters of the 
region’s rice, accounted for about 70 per cent of the region’s total imports 
and absorbed one-half of the total export of rice from the rest of the 
region. 

After the war, there was some change in the deficit and surplus areas. 
The restitution of Taiwan and the Northeast (Manchuria) made China 
at least potentially self-sufficient, while the partition left Pakistan with 
self-sufficiency or a small surplus in food production. On the other hand, 
India inherited most of the deficit areas of the sub-continent and Japan 
was deprived of all its colonial sources of supply. In 1951, the food 
deficits ranged from 5 per cent of total supply in Indonesia, 10-12 per cent 
in India and the Philippines, 21 per cent in Japan, and 58 per cent in the 
Federation of Malaya, to 75 per cent in Ceylon.1! At the same time, the 
export availabilities within the region had greatly decreased, exports from 
the rice surplus“areas of Burma, Thailand and the three states of Indo- 
china being only half the prewar volume. In Korea, the prewar surplus 
was replaced by a deficit.'* The decline in the region’s exportable surplus 
was due both to decreased production and to increased consumption caused 
by population increases. On the mainland of China, however, there 
emerged an appreciable export availability. 


Deficit countries 
Ceylon 


In 1951, three-quarters of Ceylon’s food requirements had to be im- 
ported ; at the same time, rubber, tea and coconuts accounted for 91 per 
cent of its export and 66 per cent of its total crop area. In 1950 and 1951, 


“In Hong Kong and Singapore, the proportion would, of course, be much higher as 
iid produce only small quantities of cereals, which are the staple food of the popu- 
ation. 


*Tn 1950, a surplus re-emerged in south K 1 : 
Geficiteite to the war. & s orea, only to be replaced in 1951 by a 
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the value of food imports amounted to some 50 per cent of the total 
value of imports. Thanks to efforts towards self-sufficiency in accordance 
with the Six-Year Plan, rice production increased substantially in 1950/51, 
_ but was accompanied by a sizeable increase in imports. Nevertheless, both 
the production and total supply of rice remained below the prewar level. 
This deficiency in rice supplies was more than made up by the increased 
use of imported wheat and flour, with a total grain and wheat flour supply 
_ some 12 per cent above the prewar level. In 1951/52, not only the pro- 
“duction but also the import of rice declined to the 1949/50 level; con- 
sequently, the grain supply was lower than in 1950/51 in spite of a further 
increase in wheat imports. 


The deterioration in per capita grain production and consumption is 
mainly due to the extremely high rate of population increase which 
reaches 3 per cent per year. In 1951/52, the per capita supply fell con- 
siderably below both the prewar and 1950/51 levels. 


The fall in production was due to adverse weather conditions and to 
the unfavourable price relationship which developed between the domestic 
consumption foods and the export products. For instance, while the price ° 
of natural rubber rose by almost four times between the first quarter of 
1950 and the first quarter of 1951, that of rice increased by only 5 per 
cent.1* Production of rubber during that period accordingly increased in 
_ preference to rice in spite of the efforts of the Ceylon Government to 
_ promote rice cultivation. The situation was modified in the second half of 
1951, when the prices of Ceylon’s exports of raw materials fell sharply 
in relation to food prices, in response to changes in world demand. At 
present, however, the country’s rice cultivation is likely to be adversely 
affected by its reduced foreign exchange earning power which might limit 
its capacity to import agricultural requisites. 


Government measures dealing with the food problem in Ceylon in- 
cluded rationing at subsidized prices, price control and guaranteed prices 
to the farmers. While some of these measures benefited consumers, those 
aiming at promoting production appeared to have only a qualified success 
during 1951. 


India 

Both the long- and short-term aspects of India’s food problem have be- 
come increasingly urgent in the last few years. Before the war, the Indo- 
Pakistan sub-continent had an annual foodgrains import of some 1.6 mil- 
lion tons, this being mostly rice from Burma. Since partition, India has 
inherited the prewar deficit status in addition to the loss of some 0.8 million 
tons per year from former surplus areas which now are part of Pakistan. 


India’s foodgrain production has lagged behind population at an in- 
creasing rate. Between 1941 and 1951, while the population increased by 
some 13.4 per cent, grain production varied from 10 per cent below to 


% United Nations, Economic Bulletin for Asia and the Far East, Vol. I, No. 2; 
_ Vol. II, No. 1. 
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7 per cent above the 1938/39 level.1* In addition, there has been a per- 
sistent deterioration in yield per acre under rice since prewar. Even in a 
normal year, Indian production falls short of requirements by some 3 
million tons at the 1950 ration standards.!° This is the long-term aspect 
of the country’s food situation. 


In the short term, the country suffered crop failures in 1950 and 1951 
due to droughts, floods, insect pests and other adverse natural factors. 
In 1950/51, grain production declined by some 10 per cent from the 
previous year’s level which had been about the same as prewar. For 
1951/52, serious crop failures are again reported as a result of the suc- 
cession of droughts, although total grain output may be slightly higher 
than in 1950/51. The curtailed production of cereals was only partly 
offset by large imports. In 1950/51 and 1951/52, total cereal supply fell 
short of that in 1948/49 by more than one million tons, while population 
increased by several million. 


There has thus been a serious decline in the per capita supply and 
nutritional standard, from 310 Ibs. per annum in prewar years to 266 Ibs. 
in 1949/50, 255 lbs. in 1950/51 and probably even lower in 1951/52. This 
was reflected in the basic daily ration, which was 12 ozs. per capita in 
1951 and, for a short period, only 9 ozs., comparing very unfavourably 
with the target set by the Five-Year Plan, which upon realization would 
restore consumption to the prewar level for the Indo-Pakistan sub-conti- 
nent of some 16 ozs. per day for each adult. 


Another short-term aspect of the food problem is the considerable 
variation in production between different areas which, together with 
transport shortages, has resulted in localized famines. 


Government measures dealing with the food situation include rationing 
in selected areas, subsidies on imported foodgrains, the securing of large 
supplies from abroad, price control, and various measures to promote an 
expansion of production. 


One dilemma facing the country is that, while its greatest need is for 
rice, it has to purchase mainly wheat and coarse grains by reason of the 
limited export availability of rice overseas. India, like many other coun- 
tries, has also been faced with the problem of relative prices favouring 
the cultivation of commercial and industrial crops in preference to food 
The price situation began to change in the second half of 1951, but at the 
same time the negative balance of payments reappeared and created a new 
set of difficulties for increasing food supply. 


Indonesia 
Indonesia is also dependent upon a few export products for income and 
employment. Rubber is predominant among its exports, in recent postwar 


“Index of Indian grain production: 1938/39, 100; 1940/41, 95: 1943/44 107; 


1945/46, 95; 194 . ! 
Thee took. 1947/48, 102; 1949/50, 99; 1950/51, 90. Source: Eastern Economist, 


* According to the Planning Commission. 
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years accounting for 42 per cent of the total value and, with tin and 
petroleum ‘products, for more than 70 per cent. The acreage devoted to 
export products is about one-third of that devoted to food crops. It 
became self-sufficient in rice supply in 1941, although, in 1951, it required 
imports to cover 5 per cent of its consumption needs. 


Production in 1949/50 approached the prewar level, but declined sub- 
stantially in 1950/51. With imports at about the same level in both years 
the total rice supply amounted to 7 million tons in 1949/50 but fell to 
6.5 million tons in 1950/51. The per capita rice supply declined more 
drastically, as the population had been increasing at an annual rate of 
2.2 per cent. 


In 1948/49 the rice area and yield per hectare had been restored to 
prewar levels. The reduced production in 1950/51 was probably caused 
by shrinkage in acreage arising, inter alia, from unfavourable price par- 
ities between rice and export products. As export prices of rubber, copra, 
etc., in the second half of 1950 and the first half of 1951 rose more than 
the price of rice obtained by cultivators, labour and land resources were 
partly shifted to the production of export goods. In Indonesia, however, 
it was the smallholders, not the estates, which provided the major part 
of the export supply, especially of rubber. The larger part of the increase 
in export production was brought about by the diversion of land to rubber 
production on the part of smallholders, while many of the large. estates 
were still handicapped by internal disturbances. The low level of rice 
imports was due to difficulties in obtaining supplies on international 
markets. 


Government measures dealing with food shortage problems included 
the establishment by the Government of a foodstuffs fund for stabilizing 
rice prices by means of buffer stores, more equitable distribution among 
localities, etc. The Government also put forward a plan for achieving rice 
self-sufficiency in two years, including measures for extension and intensi- 
fication of rice growing throughout Indonesia. Unlike other countries with 
large populations, Indonesia has relatively abundant uncultivated land in 
the outer provinces, which it should be possible to develop as a means of 
meeting the problem of food shortage in face of growing population. 


Japan 

In contrast to the countries specializing in export agriculture, Japan is 
an industrialized country, which is also highly dependent upon imports 
for food supplies. In prewar years, Japan’s economy was integrated with 
the then colonial areas, notably Korea and Taiwan, which shipped a com- 
bined volume of 1.6 million tons of rice per year to the home islands. 
This was just sufficient to meet Japan’s import requirements. 


The situation changed radically after the war. The dissolution of its 
empire deprived Japan of its supplementary supplies, and the country 
had to look for other sources of food imports in addition to increasing 
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its home production. In 1948, the rice harvest rose to a level 3 per cent 
higher than the average of 1933-35 as a result of increased supplies of 
fertilizers and other agricultural requisites as well as favourable weather 
conditions. The planted area and production continued to increase and, 
in 1950, the rice harvest was 7 per cent higher than prewar. Meanwhile, 
wheat and other grains witnessed an even larger increase in yields, being, 
in 1950, 15 per cent above prewar. In 1951 as compared with the previous 
year, however, the rice crop sustained a decline of some 500,000 tons due 
to the unusually cool weather and typhoon, but the decline was largely 
offset by the consistent increase in the production of wheat and other 
grains resulting in a total indigenous cereal supply similar to that of the 
previous year. : 


In 1951, therefore, the maintained grain production, the increase in 
grain imports from 2.4 to 2.8 million tons, and the drawing of some half- 
million tons from the normal stock effected an increase of nearly one mil- 
lion tons in the availability for consumption as compared with the previous 
year. 


The nutritional level, in terms of per capita consumption of calories, 
protein and fat, improved between 1946 and 1950, and further in 1951 
although it was still below prewar. 


Malaya 

The food problem of Malaya is also closely related to the specialized 
character of the economy. In 1949 and 1950, rubber alone occupied about 
two-thirds of the cultivated area and, together with coconuts, constituted 
the chief plantation products. Only 17 per cent of the total acreage was 
devoted to cultivation of rice, the principal food crop, and the country 
had to import nearly 60 per cent of its rice requirements. 


In recent years, rice production tended to increase steadily despite the 
decline in acreage, indicating a continuous increase in yield. While the 
area under paddy cultivation declined from 930,530 acres in 1949/50 to 
875,390 acres in 1950/51, production increased from 443,000 to 450,000 
tons. However, in 1951/52, acreage decreased further to about 825,000 
and it is estimated that production also fell to 327,000 tons.1® 


The decline in rice acreage was caused partly by the disturbed conditions, 
but more by the unfavourable price parity between rice and export 
products which attracted labour and resources to the latter. For example, 
while the price of rubber increased by nearly four times from January 
1950 to January 1951, the price of rice increased by only 4 per cent. 
Structural factors tended to heighten the responsiveness of the production 
of rice and raw materials to price parity changes. In the first place, most 
export production is carried on in plantations, which are more responsive 
to market changes than are peasant farmers. In the second place, seasonal 
and short-term labourers constitute a large part of the labour force, which 
is quite mobile when wage rates go up with product prices. The prices of 


* Information supplied by the Government of the Federation of Malaya. 
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rice have been made more disparate in relation to those of export products 
because of rationing and price control. 


The situation has been modified since the export prices of rubber and 
tin started falling in early 1951. However, as compared with the period 
prior to the Korean war, the price relationships at the end of 1951 were 
still in favour of export products. In this connexion it may be noted that 
plantations generally have heavier overhead costs than peasant holdings, 
and the elasticity of plantation products tends to be smaller in response 
to falling than to rising prices. 


Imports of rice in 1951, while increasing substantially over 1950 because 
of the improved purchasing power resulting from the export boom and 
the favourable terms of trade, remained below the prewar level. The 
failure of imports to match requirements was largely due to the limited 
availabilities overseas, and not to any foreign exchange shortage. 


The Philippines 


The Philippine economy is also one of export and undiversified agri- 
culture. In 1946, about 95 per cent of the cultivated area was under three 
domestic consumption crops, i.e., rice, corn and fruit, and three export 
crops, i.e., coconut products, abaca and tobacco, with a ratio of 7 to 3 
between the two groups. Before the war, the country was producing 
annually 2.2 million tons of rice paddy—the staple food of the country. 
After a fall in the immediate postwar years, the production of rice had 
been consistently increasing up to 1950/51, when it was 27 per cent 
higher than prewar. This made the country almost self-sufficient in rice 
supplies, with only 4 per cent of its requirements having to be imported. 
In 1951/52, rice acreage continued to increase, but the yield declined 
by some 3 per cent, due to typhoons and pests, and 320,000 tons of 
cereals, representing 11 per cent of total consumption, had to be imported. 
The consumption level in 1950/51 in terms of calories improved over 
1949/50, continuing the upward tendency since the war, although it is 
still low and deficient in protective foods. In 1951/52, it appears that 
per capita consumption tended to decline, although detailed information is 
not yet available. 


Surplus countries 

Burma 

Burma is highly dependent on rice for both employment and foreign 
exchange resources. Before the war, rice accounted for 70 per cent of 
its cultivated acreage and some 50 per cent of its exports. It was, at that 
time, the world’s leading exporter of rice, with an annual volume of 
export equalling that of the next two largest exporters, Thailand and 
Indochina, combined. 


Rice acreage and production suffered a serious setback in the years 
since the war, on account of the destruction and disruption caused by the 
war itself and subsequent internal disturbances. In 1945, production fell 
to a level sufficient only for internal needs, there being no exportable 
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surplus. In 1948/49, acreage recovered to 81 per cent and production to 
72 per cent of prewar, but there was a decline in yield. After a sharp fall 
in 1949/50 there was again an improvement in 1950/51 and 1951/52; but 
in 1951/52 both acreage and production were still some 13 per cent below 
prewar. Yield in 1950/51 had greatly recovered, being only slightly below 
prewar levels. Among the difficulties in the way of recovery of rice pro- 
duction were the lack of work animals and the irregular transport services. 
Exports of rice also increased in 1951, to 1.3 million tons; they were, 
however, only 42.5 per cent of the prewar level. 4 


Total retained supply was about 2.2 million tons of rice each year 
during the period 1949 to 1951, this being much higher than the prewar 
average of 1.7 million tons. As the population increased at a rate of only 
0.6 per cent per year during 1941-51, the per capita retained supply 
increased considerably. 


Indochina™ 


Indochina constitutes another major area of rice monoculture and 
surplus. Mainly due to internal disturbances, aggregate rice production of 
the three states, while declining sharply in the early postwar years, has 
been increasing recently, from about two-thirds of the prewar volume 
in 1948/49 to 71 per cent in 1949/50 and 74 per cent in 1951/52. The 
average yield per acre reached the prewar level in 1949/50 but subse- 
quently declined. Total export was only 8 per cent of prewar in 1949, but 
recovered to 23 per cent in 1951. The retained supply of rice since the 
Second World War, although still above prewar, tended to decline in 
1949 and 1950; the increase compared with prewar is due to transport 
difficulties between Saigon and the interior areas, arising from the dis- 
turbed conditions, particularly in Vietnam. Detailed information about 
rice production, consumption and trade is not available at present. Pro- 
duction in south Vietnam, which is the major rice producing and supplying 
area of Vietnam, has been estimated at 1.6 million tons of paddy for 
1951/52, as compared to a prewar yearly production of about 3 million 
tons. In north and central Vietnam the situation is still fluid, and rice 
production varies in the light of changes in the military situation; the 
annual production can hardly cover local needs. Cambodia is reported 
to have had a bumper harvest of about 1.3 million tons in 1951/52, 
In 1952, Cambodia expects a surplus of 150,000-200,000 tons and Viet- 
nam, 350,000—400,000 tons. Laos expects a deficit of 15,000—18,000 tons. 


Thailand 


Rice is the staple food and major export of Thailand, employing 80 
per cent of its population and contributing 60 per cent of its exports. 


Production of milled rice was 4.3 million tons in 1951/52, as compared 
with 4.4 million tons in each of the years 1950/51 and 1949/50, and 2.9 


The three states of Indochina are dealt with 
é together, because they have 3 
ees figures. Only Cambodia and Vietnam are surplus aes oe 


Laos having a 
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million tons before the war. Thus, although output in 1951/52 was 43 
per cent above prewar, there had been some decline since the previous 
two years. The rice acreage in 1951/52 decreased substantially due to 
adverse weather conditions. The postwar yield per acre was below the 
prewar level, probably as a result of less intensive methods of cultivation 
caused by labour shortage and, until recently, as a consequence of ex- 
panding acreage. 


Export of rice has increased since 1949, when Thailand already held 
first place among rice exporters in the world. In 1950, the prewar volume 
of export was surpassed by 7 per cent, and in 1951 by 12 per cent, reach- 
ing a total of 1.6 million tons. 


The total retained consumption of rice declined since 1949 as the result 
of a steady increase in exports and a slight decline in production. How- 
ever, the volume of retained rice in 1951 appears to have been much 
higher than the prewar average and greatly exceeding the rate of population 
increase. Per capita retained supply was therefore relatively high, although 
retained supply does not necessarily mean immediate consumption. 


Largely self-sufficient countries 
China 


Production of foodgrains on the mainland of China continued to im- 
prove in 1950 and 1951 through expansion of acreage and improved yields 
resulting from irrigation, increased application of labour, fertilizers and 
insecticides, and in spite of a shortage of draught animals. Production in 
1951, despite droughts, floods and insect pests, increased by some 7 per 
cent over 1950, although it was still 7 per cent below the prewar level 
of 1936. 


Before the war, the mainland of China used to have a large food 
import, averaging 687,000 tons of rice and 430,000 tons of wheat per 
year during 1934-38. Through improvement in transportation and 
distribution between surplus and deficit areas, there was a sizable grain 
export in 1951, when 373,000 tons mostly of coarse grains were shipped 
to India. 


With production at approximately the prewar average level, but popula- 
tion increasing substantially and exports replacing imports, it would 
seem that the per capita supply in 1951 remained below prewar, although 
it improved over the previous year. 


Taiwan (China) is a rice surplus area which, before the war, exported 
some 650,000 tons annually. In 1951/52 rice production increased by 
about 3 per cent over 1950, and by 8 per cent over prewar, partly at the 
expense of sugar cane acreage. The yield in 1951 increased considerably 
over 1950 but was still only about 90 per cent of prewar. There was, 
until 1951, a tendency for the retained supply to increase. Prewar this was 
526,000 tons. In 1950 it was 1,271,000 tons, declining, however, to 
1,187,000 tons in 1951. Compared with prewar there has also been an 
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increase in per capita availability. How far this represents increased per 
capita consumption depends on changes in population and in stocks, details 
of which are not available. 


Pakistan . 

In contrast to other raw material exporting countries of Southeast 
Asia, Pakistan is highly dependent on the cultivation of food crops. The 
economy is almost wholly agricultural, with 85 per cent of the cultivated 
land devoted to raising food crops. The total production of the principal 
food crops—rice, wheat, bajra, jowar, maize, barley and gram— 
amounted to 12.2 million tons in 1947/48, 14.5 million tons in 1948/49, 
and 15.6 million tons in 1950/51. The crop in 1951/52 is reported to be 
higher than that in 1950/51 by some one per cent. Thus the total pro- 
duction of foodgrains has steadily risen. Acreage under food crops seems 
to have expanded faster than production, however, so that there must 
have been some deterioration in yield. 

The food position of the country is comparatively easy. In a normal 
year, Pakistan has a small surplus of 300,000—500,000 tons for export. 
Due to the -relative abundance in supply, a policy of progressive de- 
rationing and decontrol of foodgrains was introduced in 1948/49, and 
rationing has been largely abolished in the current year. There were some 
deficit localities in West Pakistan, and a chronic deficiency in East Pakis- 
tan, which has to import from the western part of the country. Pakistan’s 
main problem in food supply lies in the inadequacy of transport facilities, 
which handicap equitable distribution between deficit and surplus areas. 
Per capita consumption declined somewhat in 1950/51, owing to popula- 
tion increases and sizeable exports. 


South Korea 


South Korea is also normally a rice surplus area. Before the war, 
Korea used to be a large rice exporter, shipping some 40 per cent of its 
production to Japan. In the early postwar years, south Korea had a food 
deficit because of decreases in production as well as increases both in 
population and in per capita consumption, and in 1947/48 had to import 
some 10 per cent of its food requirements, largely from the United States. 
Production increased continuously and, in 1949/50, a small net export 
again appeared. Production of rice and other grains since 1950/51 has 
fallen substantially owing to the war. In 1951/ 52, the estimated food pro- 
duction was 2.8 million tons, or 21 per cent below that of 1949/50, 
although the available supply fell by only 6 per cent due to the replace- 
ment of the export by a heavy import. With an increase of almost 1.5 
million in the consuming population between 1949/50 and 1951/52, the 
per capita supply and consumption declined sharply. 


PRODUCTION AND TRADE OF SELECTED FOODSTUFFS 


Foodstuffs produced in the region may be divided into two groups: 
(1) regional or local consumption foods, which include cereals, livestock 
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and fishery products; (2) foodstuffs, which are raised primarily for sale 
_ Overseas, and which include vegetable oils and oil seeds, tea and sugar. 
While the region as a whole normally has a surplus in the case of export 
os it has a chronic deficit in the case of regional or local consumption 
foods. 


Regional or local consumption foods 

Rice 

Before the war, the region accounted for some 93 per cent of the world 
production of rice. Its proportion of world consumption was somewhat 
less, owing to exports to countries outside the region. Rice!® accounted 
for about 50 per cent of the region’s total grain production in terms of 
tonnage and constituted the staple food of about two-thirds of the popula- 
tion. Since the end of the Second World War, there has been a persistent 
shortage of rice, and the region has depended upon imports from other 
parts of the world to supplement its own production. At the same time, 
its share in world production of rice has become somewhat smaller, owing 
to a significant increase in production on the American continent and in 
other areas. 


Production: In 1950/51 the world area under rice reached the record 
total of 94 million hectares but world production, estimated at 153 million 
tons in terms of paddy, showed a relatively small gain, while in Asia and 
the Far East there was a slight decrease.1® In 1951/52, the rice production 
of the world as a whole, as well as of the region, showed an increase over 


1950/51. 


Outside the region, rice production in 1951/52 recorded a substantial 
increase over the previous year in Europe and in the United States. These 
increases more than offset the short crops harvested in Egypt and Latin 
America. It may be noted, however, that rice production outside Asia and 
the Far East amounts to only 7 per cent of the world total. 


Trade: World exports of rice, which totalled 4.3 million tons (cleaned 
basis) in 1950, are expected to show an increase in 1951. Estimates of 
exportable surpluses and available statistics of shipments from the major 
exporting areas suggest that the total quantity of rice entering inter- 
national trade may have reached its post-war peak thus far in 1951 at a 
level of just over one-half of the pre-war average. The supplies exported 
during the year from the “rice bowl” countries in Southeast Asia— 
Burma, Thailand, Vietnam and Cambodia—are expected to be larger 
than in 1950, and may account for nearly three-fourths of the total world 
exports. Exports from Burma almost equalled those of Thailand and the 
combined shipments from these two major sources reached a post-war 
peak of almost 3 million tons. In recent years Cambodia and Vietnam 
exported only 10-20 per cent of the pre-war average of 1.3 million tons. 


#8 On cleaned basis. 
” The production and trade in rice of individual countries of the region were dealt 


with earlier in this chapter. 
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Table 6. Rice production 
(In thousand tons of paddy) 


1951/52 
(aeenaes 1948/49 1949/50 1950/51 (preliminary) 
itish Borneo... 2.00 nes sects 170 se 180 160 es, 
Pines ne Feet ce ne etn ee 6,971 5,287 5,170 5,200 5,670" 
Cambodia, Laos and Vietnam.. 6,498 4,3504 4,600 4,800 “ 
Geylonataermn te dotar ecceas 340 310 295 314 315 
hi 
: Maintand Beiclowi tina Metin ie caters 50,476 48,594 44 9002 47,7008 48,300 
Taiwatin ccs css ae oa,con stinas 1,642 2 1,735 1,8558 1,9008 
Indian whic teat eae 34,182 34,439 35,312 31,074 33,8008 
Indonesia 
avananGs MaAdiia were saree tsi 6,081 5,402 6,075 
@utereislands feeeeeace Aone on 3,886 3,792 ss £. 
Japatieme tras acter ae size mesic’ are 11,501 11,993 11,929 12,005 11,302 
Kogeas (south) ie marine stein s:6 2,726 3,052 3,197 2,9358 oF 
Malavaiaccces cc ottnas sence ye 513 495 703 714 * 
PAKIStan ety,anaatereatsio's ce Craters aces 11,169 12,846 12,403 12,490 11,5008 
Philippines .sasceths «ese betiente « 2,179 2,491 2,603 2,765 2,530 
hailand mates ene tia ctaticee ce 4357 6,835 6,684 6,782 6,5808 
REGIONAL TOTALS 143,800 140,300 139,200 139,700 140,400 
& Unofficial. 


> Unofficial figure reported in China Monthly Review, Shanghai, January 1952. 
¢ Including others. 


Because of the reduced production of rice in the United States in 
1950/51, exports from that source in 1951 are expected to be much less 
than the half-million tons shipped in the preceding year. Exports from 
Egypt, Italy and Brazil, on the other hand, are likely to show material 
gains. 


India, Japan, Ceylon, Malaya and Indonesia are the main recipients of 
Southeast-Asian rice exports. In the postwar period the ECAFE region 
as a whole was a net importer of rice, although in 1950 the region 
emerged temporarily as a net exporter. In 1950 Japan became the largest 
importer of rice, but in 1951, in consequence of the widespread crop 
failure in 1950/51, India followed Japan in heading the list of rice import- 
ing countries. Table 7 illustrates the developments in the foreign trade in 
rice in recent yeafs. 


The increased export availability of rice in 1951 was more than matched 
by the increased import requirements of India, Japan, Malaya and Indo- 
nesia. Widespread crop failure in 1950/51 led India to programme for 
imports in 1951 of 1.1 million tons of rice as well as 5 million tons of 
other grains. India’s actual rice imports during the year, however, totalled 
760,000 tons. The import programme of Japan for the fiscal year 1951 
provided for the purchase of 3 million tons of cereals, of which rice to 
be procured from Southeast Asia in exchange for industrial products 
amounted to a little over one-fourth. With the increased purchasing 
power generated by the export boom, the rice-eating populations of Malaya 
and Indonesia have tended to revert to their traditional diet, thus in- 
creasing their effective total import demand for rice. 


on? A 
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Table 7. International trade in ricea 


(In thousand tons) 


1934-38 1951 
eet Front (average) 1948 1949 1950 (preliminary)»> 
Baring ie eee: 3,064 1,236 1,194 11 
Piijechie <c0a =). 1317 191 "105 Di a 
PRMD Sa ah pith Sam nin 8 kas 1,158 e 12 90 —- 
PAR WINE Sons Obey Sx 393 145 a 14 see 18) 
Taiwan (China) ......... 674 204 260 7, 100 
Rmied os.) te 1,388 812 1,215 1,483 1,555 
SS aa 55 19 13 * 16 100 


Torat 8,049 2,607 2,799 2,949 3,540 
Imports into 


British, Borneo:.<< . <<... <s 52 28 27 28 37 
Pavlon@er tee cete oe 530 416 404 498 400 
ONT ae ret ee 687 580 410 70 20 
Hoey Kote: s 5... .i.%....- 176 106 75 181 230 
Ee Ee ee ee 1,883 1017 766 341 761 
ONES hd eee ok ora os 261 140 276 279 470 
TAT we et ee 1/32 56 130 655 780 
Malaya Sy eee ee 541 457 503 443 520 
PDs p pes he tak alec tno 2 35 97 139 oa 115 
SES i ci A ae ant oe 44 144 132 109 97 
TOTAL 5,941 3,041 2,862 2,604 3,430 

NET IMPORTS — 434 63 = == 

Net Exports 2,108 — ~ 345 110 


@ Milled or cleaned basis. 
b> Export statistics for 1951 are preliminary, while import figures are based on ship- 
ments from exporting countries. The figure for India, however, is official. 


¢ 77,000 tons imported. 
453,000 tons imported. 


In face of the inadequate levels of production of rice and other food- 
grains in the region, it has been possible to maintain a somewhat precarious 
balance between supply and demand for rice by means of heavy imports 
of wheat and coarse grains from non-Asian sources of supply. These 
relatively cheaper foodgrains are continuing to supplement the traditional 
rice diet of the Asian population, particularly in the urban areas of India 
and Japan. The net imports of these foodgrains into the region reached 
a total of 7 million tons in 1951 as against the intra-regional rice trade of 
3.4 million tons. 

Rice exports from surplus areas in 1952 may not show any significant 
increase over 1951. Despite the fact that movements of paddy from the 
interior of Burma to its sea-ports have been well maintained, the State 
Agricultural Marketing Board, which controls Burma’s rice trade, appears 
somewhat pessimistic about the possibility of exporting the same volume 
as in the preceding year. The larger area controlled by the Government of 
Vietnam in the south may lead to increased supplies available for export. 
Although the export availability of rice in Thailand in 1952 is about the 
same as in the previous year the Thai authorities announced that only 
800,000 tons of rice instead of the export balance of 1.5 million tons 
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would be exported on bilateral contracts in 1952, and that the balance of 
the supply would be used for purposes of building up an emergency 
reserve and for holding down inflationary pressure on domestic rice prices. 


Wheat and coarse grains 
The outlook for wheat and coarse grain supplies in the ECAFE region 
for 1951/52 shows little significant improvement, despite the estimated 
increase in domestic production of 1951 grain crops. Import requirements 
continue to be heavy and to press increasingly upon available interna- 
tional supplies of these grains. The 1951 production of wheat and coarse 
grains in the region is estimated to be 4 per cent greater than in the 
\ previous year. Japan harvested bumper crops of wheat and barley, while 
India’s grain production, with the exception of wheat, declined. Pakistan 
reports a harvest of wheat as large as that in 1950. There have been 
reports of favourable grain harvests on the mainland of China but, for 
the region as a whole, the advance made in the expansion of these essen- 
tial grain crops to meet growing population needs has been painfully slow. 
As shown in table 8, the combined production of wheat, barley, oats and 
maize in the postwar years 1948, 1950 and 1951 surpassed the prewar 
average output, although the fact remains that the population of the region 
has increased by 10 per cent since prewar, and that, without a substantial 
increase in rice production, large imports of wheat and coarse grains will 
be necessary for some years to come. 


Table 8. Wheat and coarse grain production 


(In million tons) 


1934-38 1951 
(average) 1946 1947 1948 1949 1950 (provisional) 
Wihteat racks ef an tee 34.8 33.5 33.4 35.2 32.6 36.6 38.1 
Darley its sdvvova § Cys's 12.7 11.0 12.0 12.9 12.1 12.1 12.6 
Sate A gcan aha eee yiuies 1.2 0.9 0.8 1.0 0.9 1.0 1.1 
RE SEZON, 0S, site Aas 5 < 14.6 13.7 14.5 15.6 14.8 14.9 15.9 


Tora. 633 590 OOS 647 O04 646 677 
Millets and sorghums 36.5 30.7 31.5 33.1 32.9 33.5 33.5 


During the 1950/51 trade year, partly due to Indian grain requirements 
which had increased as a result of the food crisis, 5.9 million tons of grain 
(excluding rice) were imported into the region, thus matching the record 
level of 1948/49, The two major purchasers of foreign grains in the region 
are India and Japan, importing 3.1 and 2.2 million tons respectively in 
1950/51. The United States supplied nearly one-half the total grains 
coming into the region. 


The size of the Indian and Japanese import requirements for wheat 
and coarse grains for 1951/52 depends not only on domestic production 
of these grains but also on the availability of rice. Japan is perhaps in a 
relatively strong position to acquire rice by virtue of its ability to pay 
either in dollars or in manufactured goods, but has programmed the im- 
portation of 2.1 million tons of wheat and 800,000 tons of barley, com- 


4 
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- 

* ~ 2 


FOODSTUFFS 27 


pared with actual 1950/51 imports of 1.6 million tons of wheat and 645,000 


_ tons of barley. Preliminary figures for July/December 1951 indicate that 


Japan has received about half a million tons of wheat and 350,000 tons 
of barley. India is faced with another heavy foodgrain deficit and the 
Government has set an import target of 5 million tons for 1952, including 
1 million tons of wheat from the American loan of 1951. A new develop- 
ment in intra-regional trade during 1951 was the shipment of 6,700 tons 
of rice and 366,000 tons of various coarse grains from the mainland of 
China to India. 


It would appear that 1951/52 will be a year of increasing difficulties ° 
for the grain importing countries, for not only are marginal supplies 
located in the hard currency areas but the increase of grain prices has 
been to the disadvantage of importing countries. While one-half of the 
wheat and wheat flour moving into the region is subject to International 
Wheat Agreement f.o.b. prices at the maximum fixed two years ago, the 
prices outside the Agreement have been consistently and appreciably above 
that level. The five Asian countries (Ceylon, Japan, India, Indonesia and 
the Philippines) which are signatories of the Agreement are together 
guaranteed 2,476,000 tons for 1951/52 (August/July). As of 1 June 
1952, some 2,438,000 tons had already been recorded ‘as transacted. 


Further difficulty, especially for India, will arise from the reported 
temporary grain export ban in Pakistan, which in recent years has pro- 
vided Asian countries with some quantities of rice and wheat. A temporary 
shortage of foodgrains has resulted from the partial failure of the pro- 
curement programme in the Sind, and the failure of the kharif crops— 
jowar, bajra and, to some extent, rice. If Pakistan is unable to export rice 
or wheat during the current year, India’s import prospects will be reduced 
by 275,000 tons of wheat and 150,000 tons of rice, unless supplies can be 
found elsewhere. 


Livestock and livestock products” 


Available data suggest that governments in the region are making efforts 
to increase the output of animal products and it would appear that several 
countries are making some progress. Generally speaking, however, pro- 
duction of meat and milk is not thought to be increasing as fast as pop- 
ulation, and very energetic efforts are needed to secure further progress. 


A summary presentation of the number of animal livestock, expressed 
in animal units, in eleven selected countries of the region is given on the 
following page. The countries listed are estimated to account for about 
85 per cent of the livestock in Asia. The composition of the livestock 
differs from country to country. For the region as a whole, cattle and 
buffalo make up 88 per cent of total animal units, while pigs account for 


® The present section covers the following countries of the region: Burma, Ceylon, 
China (mainland), India, the three states of Indochina, Indonesia, Japan, Korea 
(south), Malaya (Federation), Pakistan and the Philippines. 
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Total number of animal units by country* 


(In million animal units) 


Prewar 1949/50 

Burina* yc 3auidecweevenmactaa cies amen mS) 44> 
Geylon: (acs aes vce soa eniere Mapes ees oe 5 1.6. 
China(22) provinces) eae oer oes oie 44.7 38.2 
Tics ts ae es eae oes os ee ene 160.2 159.9 
Indochinas Anite cnn «esters erase tars a4 2.8 
lndotiesia.  ches.o totter eas ea ees 7.6 6.9 
Ibneip orem. Usoucre ee Cre 1.8 Sk 
Korea Cree Se Jee an teed : “ 
Malaya EderatOnl)) + Ser ticks Sere 3 : 
Pakistatiiwe cs: sccm cea te eee aie 26.3 26.7» 
Patlippiiess wey sae ae alee as eee ol eala eels ee 47 3.6 

ToTAaL 258.0 247.5 


a Factors used for the conversion of the livestock population into 
animal units: buffalo 1.0, cattle 0.8, pigs 0.2, sheep and goats 0.1. 
b Estimated. 


6 per cent and sheep and goats together for the remaining 6 per cent.™ 
The cattle and buffaloes, however, are raised mainly for work rather than 
for food purposes. 


Production of meat in the eleven countries is estimated to be about 
15-20 per cent below prewar. Some of the countries, especially the Philip- 
pines, Japan and Malaya, report increases, and Japan is practically back 
to the prewar output. 


The countries of the region are generally net importers of meat. The 
mainland of China is an exception, having been able to increase its ex- 
ports of pigs considerably above the pre-war level. Before the war, Japan 
was the main importer, receiving about two-thirds of the beef imported 
into the region; since the war, however, Japan’s beef imports have been 
insignificant whereas those of the Philippines have increased. 


Milk production in India, Pakistan and Ceylon is estimated to have 
slightly exceeded the pre-war output, but for the region as a whole the 
production of milk per capita is still below pre-war. Attention may be 
drawn to the Aarey milk scheme in Bombay by which, since 1949, half a 


million consumers have received top quality milk from newly-installed 
model plants. 


Butter and cheese production is of relatively small importance in 
countries of the region but India and Pakistan produce large quantities 
of ghee. Before the war the region’s net imports of milk products are 
estimated at about 20 per cent of the domestic milk groduction, and this 
figure has about doubled in recent years.22 None of the countries in ques- 
tion is an exporter of dairy products. The mainland of China is, however, 
still a large exporter of eggs, especially to the United Kingdom. 


: oa ee distribution of animal units by kinds of livestock see appendix 
able II, 


"For imports of preserved milk, see appendix table II, 2. 
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Fish and fisheries products 


Fresh and processed (cured and fermented) fishery products are im- 
portant protective foods in Asia and the Far East, constituting an appre- 
ciable portion of the total consumption of protein in many countries. 
Although fisheries thus hold an important place in the food economy of 
the region, adequate data on fishing, processing and marketing are virtually 
non-existent except in one or two countries. 

Catch and landings: The pre-war average catch in the region is esti- 
mated at some 8 million tons or 45 per cent of the world total. War 
damage caused a sharp decline, and the annual 1946-48 catches appear to 
have been about half of this figure. Post-war rehabilitation was rapid 
only in the case of a few minor producing areas. An improvement in the 
supplies of fishing gear, more plentiful supply of craft, and mechanization 
of an appreciable number of the fishing fleet in some centres stimulated 
recovery during 1949, and this upward trend continued into 1951.78 

Trade in fish and fishery products: Before the war there existed a 
substantial intra-regional trade in fish and fishery products. In the western 
and central sectors** the trade was in various forms of dried, dried and 
salted, and salted products. In the central and eastern sectors there was 
also a trade in pastes, sauces, oils and canned products. Fresh fish also 
figured in the trade of the eastern sector. 

In the western sector the principal exporting country was India, which 
sent dried fish and prawns to Ceylon and Burma. These exports were of 
the order of 20,000 tons per annum. Fish manure was also exported from 
India. In addition to supplies imported from India, Ceylon drew on the 
catches from the Maldive and Laccadive Islands, total supplies available 
for consumption in Ceylon being 25,000-35,000 tons per annum. Ceylon 
is planning to develop a domestic curing industry to produce a Maldive- 
type product which may replace the supplies drawn from the Maldive 
Islands. 

Burma imported the ngapi from East Bengal. This trade has remained 
virtually unchanged since the war. Before the war, the producing centres 
of East Bengal shipped large quantities of fresh fish into Calcutta and 
other consuming areas of West Bengal. The partition of the Indo-Pakistan 
sub-continent and the establishment of new frontiers are said to have 
caused gluts on the East Pakistan markets and scarcities and high prices 
in West Bengal (India). 

In the central sector the principal producing countries were Thailand, 
Cambodia and Vietnam, which exported large quantities of cured fish 
to Indonesia, chiefly through Singapore, where a part of the supply was 
retained and some Malayan products added to the quantities re-shipped to 

% See appendix table II, 3 for country data on production, 1939-1951. é . 

* The different sectors cover the following countries of the region: China (main- 
land), Hong Kong, Japan, Korea and the Philippines in the eastern sector ; Indochina, 
Indonesia, Thailand, Malaya and British territories of Borneo in the central sector; 


and Burma, Ceylon, India and Pakistan in the western sector. For pre-war and post- 
war data see appendix table II, 4. 
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Indonesia. The pre-war Indonesian imports were about 60,000 tons per 
annum. The Singapore entrepét trade supplied many countries other than 
Indonesia but in relatively small quantities. In addition to cured fish there 
was also some trade in fish pastes and sauces. 


During the post-war years 1947-49, this trade was very depressed owing 
to foreign exchange and other difficulties, but there was some improve- 
ment in 1950, notably in exports from Thailand. Imports into Malaya 
increased to about one-half of the 1938 level. About one-half of these 
imports came from Thailand. 


The trade of the eastern sector, including Japan, was considerably 
greater, probably totalling more than 250,000 tons. It included not only 
dried fish in numerous forms, but also appreciable quantities of fresh fish, 
large quantities of canned goods and also oils and other by-products. 


Before the war, Japan was the region’s principal exporter of canned 
products, shipping substantial quantities of canned fish to the United 
States. Large quantities of canned crustaceans and tuna were exported to 
high-price markets in North America and Europe, and low-priced canned 
salmon, herrings and sardines to the markets of Asia and Africa. 


The Philippines imported large quantities of salmon and sardines from 
America. Although canned fish was imported by countries of the western 


and central sectors, the trade was small compared with that in the eastern 
sector. 


The post-war trade in the eastern sector has not yet recovered and, 
although Japan has re-established its home fisheries and during 1950 had 
appreciable quantities of oil, canned crab, canned tuna and other products 
available for export, the political situation in this sector retarded an over- 
all recovery in trade. In addition, control measures adopted by the Philip- 
pines reduced imports into that country. 


Export food crops 
Vegetable oils and oilseeds*® 


The 1951 exports of fats, oils and oilseeds from the seven main pro- 
ducing countries of the region approached 1.6 million tons, in terms of 
oil, compared with 1.3 million tons in 1950 and over 2.4 million tons in 
1938 (table 9). Substantial increases in 1951 in exports of copra, soy- 
beans and groundnut oil more than offset declines in exports of palm and 
tung oils. The increased exports of these items went largely to Western 
Europe. Exports to the United States declined. The reduction in the 
export balance of the region in fats and oils since pre-war is mainly a 
result of severe declines in exports of soybeans from the northeast 


(Manchuria) of China, groundnuts and linseed from India, and palm oil 
from Indonesia. 


* Vegetable oils and oilseeds are also used for industrial 
such as tung oil, are exclusively industrial materials, 
here as one group of products. 


purposes. Some of them, 
although they are all dealt with 
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Table 9. Fats, oils and oilseeds in terms of oil: export balance of principal 


exporting countries 


(In thousand tons) 


: f 1938 
China (mainland)—seaborne trade> ee se ee 
Soybeans and soybean oil 385 Qe 36 
iipicteore Sates as A c 90 
ONE ligt ac ARE RE a a 256 79¢ 141¢ 120 
_ Philippines 
Renta ed, coconut off ..fvs s.. sewn cca dances 381 421 513 
TE AP er ee ee. ie 6 oe ]4 74 1d mr 
Indonesia 
Copra SR DOME ONY Foe aby ws emis e Fs ans 376 244 211 340 
RUE tet nts Be ee an oe, cet, TER 102 97 70 
LOPE ac i RG SRR 5 Si cee gg a a ae 51 18 22 15 
Malaya 
RUN SCOCOHEE GIN! oc tes choo ee oe scm ks 94 46 60 60 
Roslrreeeui eee &, SEOs, Macs, ies ae wwe wien o's 55 56 51 45 
SES ORAS A Oe ee ee ee 194 64 84 74 
Ceylon 
armel  CUCHBTEOOL 25,2 soe es cic Se ee 125 104 89 120 
DOES. SO eer eee 34 1d 14 14 
India—seaborne trade 
Groundnuts and groundnut oil .............. 474 51 73 90 
BrIsiaescend abd CAStOL-008 . Se cea ass < sees sas 9 4 53 35 
Briccet- ard fnseed oil 25... sos os casa ee 98 28 29 25 
iupetaaner COCOMMESO! fo.-s<ie ono as aes 534 334 284 204 
“DRESS Ee eae pe as 84 54 4a 35 
Pakistan—seaborne trade 
ceoer Sis COC CFs 6. mat egaee eves nex f 104 Z0ede "$208 


ToTAL, SEVEN COUNTRIES 2,441 1,091 1313 1,561 


4 Partly estimated. 

> The net trade of Hong Kong is included in these figures. 
¢ Unofficial estimate. 

4[Import balance. 

€ Including unreported exports to Malaya. 

t Included with India. 


Changes in 1951 in the region’s exports of oils and oilseeds were due 
in most instances to increased production. Among the factors which con- 
tributed to higher output were strong demand and high prices,”® especially 
in-the first half of the year, fewer disruptions of trade and production 
from strikes and civil disorders in the Philippines and Eastern Indonesia, 
and good rains in Ceylon. 

Production of soybeans in 1951 on the mainland of China is apparently 
still below the pre-war average. Seaborne exports of soybeans and soybean 
oil from the mainland of China in 1951, almost entirely from the 1950 
crop, rose to a total approaching 600,000 tons, in terms of soybeans, com- 
pared with about 235,000 tons in 1950 and 2,500,000 tons pre-war. Exports 


* For price data see appendix table II.5. 
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of groundnuts and groundnut oil, similarly, were larger in 1951 a 
year earlier but were much smaller than before the war. With trade 
between the Chinese mainland and the United States under embargo in 
1951, total exports of tung oil from the mainland of China declined to less 
than half the level of the previous year. 

Exports of coconut oil and copra from the Philippines in 1951 totalled 
nearly 900,000 tons in terms of copra. This was about 10 per cent more 
than in the previous year and 50 per cent above 1938. The increase in 
exports in 1951 reflected an increase in production which was encouraged 
by relatively high prices and by the suppression, in 1951, of guerrilla 
raids in the major producing region southeast of Manila. Also, the demand 
from the United States and Canada for desiccated coconut was reduced 
in 1951, resulting in a greater quantity of coconuts being used by the 
copra industry. Only a little over half the total Philippine exports of 
copra and coconut oil in terms of copra went to the United States in 1951. 
This compared with 70 per cent in 1950 and 95 per cent before the war. 
Most of the copra not shipped to the United States goes to Europe. 


Copra exports from Indonesia increased by about 60 per cent in 1951, 
reaching a total of some 540,000 tons (including estimated unrecorded 
shipments to Malaya). This was the largest export since before the war 
and was within 10 per cent of the pre-war level. Exports of palm oil, 
however, declined in 1951. The total for the year, estimated at 70,000 tons, 
was almost 30 per cent smaller than a year earlier and was less than 
one-third of the 1938 export. Production of palm oil in Indonesia has been 
hampered since the war by difficulties in recruiting enough workers to 
restore the oil-palm plantations to the pre-war level of productivity. 


Strikes at the leading ports for the loading of palm oil also reduced 
shipments in 1951, 


Exports of palm oil from Malaya declined by about 10 per cent in 
1951. This was a reflection of decreased output, which apparently was 
attributable at least partly to guerrilla raids on oil-palm plantations. The 
export balance of palm oil in 1951 was about 20 per cent below the 1938 
level. Coconut oil and copra exports from Malaya in 1951 totalled 95,000 


tons in terms of copra, approximately the same as a year earlier but 35 
per cent below 1938. 


Exports of coconut oil from Ceylon increased substantially in 1951. 
This was largely a result of increased production of copra, due in turn 
to good rains and high prices. Copra in Ceylon is produced mostly on 
large plantations. When prices are high, planters tend to use more fer- 
tilizer on the groves and hence to increase output. 


Exports of fats, oils and oil equivalent of oilseeds from India increased 
by 35 per cent in 1951 over the 1950 figure of approximately 120,000 
tons. There were substantial increases in exports of oilseeds and oils not 
reported separately but presumably consisting mainly of niger seed, 
kardiseed and their oils, and in exports of groundnuts and groundnut oil. 
Exports of castorseed, castor oil, linseed and linseed oil declined. Exports 
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of most oilseeds are now controlled by the Government through export 
quotas. The quotas are determined mainly on the basis of estimated re- 
quirements for internal consumption and the urgency of the need for 
_ foreign exchange. 


Production of the major Indian oilseeds, other than rapeseed and 
mustard seed, declined in 1950/51, mainly as a result of drought. In 
1951/52, acreage of groundnuts and sesame seed increased, and the 
weather was more favourable. Unofficial reports indicate a larger crop of 
castorseed in 1951/52 but a smaller crop of linseed. Production of oilseeds 
in India has increased moderately since pre-war but has not kept pace 
with the increase in internal consumption of vegetable oils. Exports of 
groundnuts and linseed, the two leading pre-war items, are now only a 
small fraction of the pre-war quantities and will probably remain small 
in comparison with pre-war. 


Sugar 


Sugar production in the region, in contrast to the production record of 
all other parts of the world, is still substantially below pre-war. Production 
in 1951/52 is not likely to be more than 6.7 million tons, as compared 
with 7.3 million tons a year before the war. Nevertheless, the year 1951/52 
witnessed some improvements over the previous years. Production has 
been increasing, as shown in table 10. 


Perhaps the outstanding development in recent post-war years has been 
the quick recovery of production in the Philippines. Indeed, had it not 
been for unfavourable weather developments later in the 1951/52 season, 
production in the islands would have been about 100,000 tons higher, thus 
considerably surpassing the average pre-war output. It is likely that the 
production goal of about 1.3 million tons will be realized in the not too 
distant future. India and Pakistan are also increasing production, and 
further increases can reasonably be expected. However, the region will 
have to depend upon imports from outside until production increases 
substantially in the two great exporting areas: China (Taiwan) and 
Indonesia. It appears unlikely, however, that either China (Taiwan) or 


Table 10. Sugar production 


(In thousand tons, raw value) 


1951/52 
1934-39 1949/50 1950/51 (preliminary) 

ES EIh itty Pete Pe ete ee cose Gabe we a 7, oe Bos 24 4 5 15 
China 

cris lati wre cyerseae-ete & alti orauz'e whey! 407 395 399 399 

UNEINGEnie Ae  an CIEE Pe 1,200 554 363 550 
ECL Ire ea O50, Relea = ware Me nic, s 2,902 AHA | 3,563 3,700 
Mirseh OC Eptticl Wie. oe ote ori ccc: oot sas aim 45 10 5 5 
Bidonesiaie. Sie ik. coh wo ae ees 1,170 224 277 427 
DATs lA, Hee sis fy ic Vey eines os « 151 22 31 50 
Rea tctatien sea c iia sorte alee ctalel me 417 678 570 620 
ERM PIMOS ea: vrsigals cate ¢ #10 ole d's,5:0 1,004 621 848 925 
Bit ane ere irene fpsicici ts wists «09,0 32 32 34 
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Indonesia will be able to expand production to pre-war levels in the near 
future. 


As a result of the changes in both production and consumption, the 
region is no longer a substantial exporter of sugar, as it was before the 
war. Exports from Indonesia, the Philippines and China (Taiwan ) de- 
clined from about 3.1 million tons in pre-war years to about 1.1 million 
in 1950. On the other hand, gross imports into the region have also fallen 
substantially. Consumption has risen in many countries, but is notably 
less in Japan. 


dicaes 


Final production data for the 1951/52 crop indicate that an over-all 
increase in tea output has taken place in the main producing regions. 
Both India and Ceylon harvested larger crops than in the previous year, 
and the decline in northern Indian production due to adverse weather 
conditions was more than offset by increased output in the southern part 
of the country. Despite unfavourable climatic conditions, Pakistan’s crop 
reached a record figure this year. Indonesia’s output for 1951/52 was 
33 per cent higher than for 1950/51, but blister blight is reported from 
various parts of the country. Owing to high labour and rehabilitation 
costs, some of the big estates encountered serious financial difficulties and 
may have to be closed down, and a much larger percentage of total Indo- 
nesian output than in pre-war years is at present produced by smallholders. 
The recent devaluation of the rupiah and the abolition of the export tax 


on tea should help the Indonesian tea industry to overcome its present 
difficulties. : 


Among the countries outside the International Tea Agreement, Japan 


was able to raise its tea production in 1950 and 1951 above the pre-war 
volume. 


Table 11. Tea production* 


(In thousand tons) 


1950/51 1951/52 Percentage increase 
Tiare pes oeic care « oe bak ee ER 269.6 274.9 2 
PS ISTAT Ie die wn. chers ahaa Wee rete anes 23.7 24.1 2 
SGIIGH scans iowa wus oe a cada Mawcre Ce 113.1 120.9 7 
UmdOnestavamesrnees << che ote Ge bee ee 26.2 35.8 36 
LAD AMD: — ec mastAN Nn Wiis War nese ine ee 35.0 36.4 4 


8Crop year ending March 1931. 
» Processed for marketing, excluding tea processed for own consumption. 


The expansion of production in the region was accompanied by in- 
creased exports from the chief producing countries, with a considerable 
increase in Pakistan’s and Indonesia’s exports as compared with the same 
period in 1950. Exports from Ceylon are also running on a higher scale 


* Systematic information on tea production and trade for th i ina i 

t rm e mainland of China is 

not Dearne a it is to be seg oe China was the largest tea producer before the 
war, althoug per cent was for domestic consumption. 7 

Asia and the Far East, 1948, pp. 58-60 7 Se See a 


eae eee 
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than in 1950. A new sliding scale of export duties on tea, based on prices 


paid on the Colombo market two weeks previously, came into effect on 


1 October 1951. Pakistan’s exports recovered from the low 1950 level 
and have already substantially exceeded the 1949 figure (12,200 tons). 


Japan’s tea exports in 1951 remained the same as in 1950, and the pre- 
war level of exports (49,300 tons) will not be easily attained. Although 
Japanese tea has reappeared on the United States market, and is again 
in demand in the traditionally green tea markets of Northern Africa— 
meeting strong competition from China tea—the loss of the continental 
Asian markets and of the Soviet Union as an outlet for its tea production 
is likely to prove a serious obstacle to a further expansion of exports. 


Table 12. Tea export 
(In thousand tons) 


1950/5la 1951/52 a Percentage increase 
LS a ee gS ee 142.7 142.6 —0.1 
CASS Eins RES ers eae pee ee 1.0 16.9 75.6 
DEL ap ge ote 5 ee ee 128.1 131.9 2.9 
WOE RSS A ek 2 ge pe Se a 232 31.7 36.9 
tier Os ee ee eee. 28 5c e' 59 5.7 — 2.3 


8 Crop year ending March 1951. 
> April to December only. 


The bulk of the increased exports appears to have been mainly absorbed 
by the world’s largest importer, the United Kingdom. Net imports of the 
United Kingdom in 1951 were 26 per cent above the 1950 figure and 
only 9 per cent below the prewar level. For the United Kingdom, 1951 
was a year of readjustment, marking the transition from government 
buying to commercial tea imports. Stocks, which had run down substan- 
tially in 1950 when bulk buying came to an end, were again being built 
up by the trade in 1951, although it seems improbable that they will 
reach their large pre-war proportions. A removal of tea rationing, it is 
estimated, would add another 30,000 tons to United Kingdom consump- 
tion, and this is strongly advocated by the tea-growing countries in view 
of the improved production outlook. 


Imports into the United States, on the other hand, fell by 26 per cent 
in 1951 as compared with 1950. Wholesale stocks, however, are known to 
have decreased substantially during 1951 and consumption may therefore 
not have changed to any considerable degree. While Canadian imports in 
1951 are likely to be considerably lower than the all-time record figure 
for 1950, imports into Eire, New Zealand and the Union of South Africa 
are estimated to run on a higher level. In Australia, where the abolition 
of government control over the tea trade is being considered, the first 
nine months of 1951 showed no change in imports against the same 


period of 1950. 


Tea prices have shown a falling trend over the year and, on 31 Decem- 


ber 1951, were generally lower than at the beginning of the year, Calcutta 


prices being down by 19 per cent, and Colombo quotations by 9 per cent. 


CHAPTER III 
Raw Materials 


IMPORTANCE OF RAW MATERIALS TO THE REGION’S ECONOMY 


Raw materials are of special importance to the region’s economy, as the 
region occupies a predominant position in the world production and export 
of a few key raw materials.” 


Dependence of countries of the region on raw materials 


The dependence on raw materials is most pronounced in the countries 
of Southeast Asia,? which produce mainly agricultural (food and raw 
materials) and mineral products, accounting for 70-90 per cent of total 
employment, and 60-75 per cent of national income.* Their industries 
comprise, in the main, mining establishments, processing mills for export 
purposes, and cottage industries. 


In many countries in Southeast Asia the plantation form of agricultural 
holding is prevalent.® These plantations, producing mainly for export, often 
use large-scale modern techniques in farming and marketing their products 
in otherwise industrially backward areas. 


In contrast to these countries, Japan is highly industrialized and ex- 
tremely dependent on imports of raw materials. The position of India and 
China, partially industrialized countries with vast populations, lies some- 
where between the two. Like the countries of Southeast Asia, although 
to a much lesser degree, both China and India have to export raw 
materials in exchange for manufactured goods. On the other hand, both 


res section on agricultural raw materials is based on information supplied by the 
O; 


* Before the war, about 30-50 per cent of exports from countries of the region, apart 
from Japan, consisted of raw materials, while about 40-75 per cent of their imports 
were manufactured goods. See Economic Survey of Asia and the Far East, 1949, 
pp. 216, 308. In 1948 and 1949, raw materials made up about one-third of total exports 
in Ceylon, and more than one-half in Malaya and the Philippines. See chapter VI on 
“Fluctuation of export earnings.” 

*For the purposes of this chapter, the term “Southeast Asia” is used to cover the 
following territories: Burma, Ceylon, the three states of Indochina, Indonesia, Malaya 
and British Borneo, the Philippines, and Thailand. 

“Economic Survey of Asia and the Far East, 1949, pp. 18 and 32. 

S At present, however, the plantation system is not the typical pattern for cultivating 
export crops in Southeast Asia. In Ceylon coconuts are predominantly a smallholder’s 
crop, though tea and rubber are largely cultivated by estates. In Malaya smallholdings 
account for 45 per cent of the total output of rubber. In Indonesia estates’ production 
of export crops has declined both absolutely and relatively in recent years. Three-fifths 
of the country’s rubber and nearly all the copra are now grown on smallholdings. 
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countries have substantial and varied manufacturing capacity utilizing 
local raw materials. 


India has also developed plantation agriculture to a considerable extent, 
and in that respect resembles the countries of Southeast Asia, while in 
China peasant farming predominates, although a start has been made 
with mechanized agriculture. 


In Malaya, raw material crops account for two-thirds of the cultivated 
area, in Indonesia and the Philippines for one-third, and in Ceylon and 
Pakistan for about one-fifth and one-seventh respectively. On the other 
hand, in the industrialized and partly industrialized countries of the 
region, most of the agricultural resources are devoted to food crops, as, 
of course, they are also in the rice surplus countries. 


Despite the small proportion of mining in total national income and 
employment,® minerals constitute a significant proportion of the total value 
of exports in several countries, for example—in 1937-38 which is a more 
representative period than the post-war years—39 per cent in Burma, 
26 per cent in Indonesia, 23 per cent in Thailand and 22 per cent in 
Malaya.” The fact that virtually the entire mineral production of these 
countries is exported in the form of raw materials is an indication of 
their low level of industrial development. In this, these countries again 
present a sharp contrast to Japan, India and China, where the relatively 
small output from mining is largely used for domestic manufacturing 
purposes. In the largely agricultural countries of Ceylon, Pakistan and 
the Philippines, minerals constitute an insignificant proportion of national 
product. 


Not only are the countries of Southeast Asia highly dependent on the 
production and export of primary materials in general, but this depen- 
dence is concentrated on a few products. The economies of the raw 
material exporting countries as well as of the rice surplus countries, in 
contrast to those of the industrialized and partially industrialized countries 
of the region, are thus undiversified. Malaya and Ceylon have probably 
the least diversified economies among countries of the region. In recent 
years, the production of rubber, tin and coconuts has constituted about 
one-third of the Malayan national income and 70-80 per cent of exports; 
in Ceylon, rubber and coconuts accounted for half of both total acreage 
and exports, and, with the addition of tea, for two-thirds of acreage and 
80 per cent of exports. In 1951, rubber, petroleum, coconuts and tin 


* Mining as a percentage of national income: Malaya, 6 (1948), 9 (1949) ; Philip- 
pines, 6.2 (1938), 0.1 (1946), 0.9 (1951); China, 1.1 (1936) and 0.4 (1946) ; Japan, 
2.9 (1939), 2.5 (1948). Percentages employed in mining: India, 0.2 (1931) ; Japan, 
0.8 (1930); China (Northeast), 0.9 (1935); Philippines, 0.1 (1927); Thailand, 0.2 
(1937) ; Burma, 1 (1931). 

Source: Economic Survey of Asia and the Far East, 1947, chapters II and III; 
F. Benham, The National Income of Malaya, 1947-49 ; ILO, tbid. p. 4. 

7 League of Nations, International Trade Statistics, 1938. The percentage for China 
was 14 and for the Indo-Pakistan sub-continent 3. 

® Malaya: national income refers to 1949 and exports to 1950-51; Ceylon: acreage 
refers to 1950, and exports to 1951. 
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constituted 80 per cent of the total exports of Indonesia, while coconuts 
and abaca constituted 63 per cent of those of the Philippines. In the rice 
surplus countries, production and export are also undiversified, rice pe 
the most important product, followed by a few raw materials. In 19 ; 
rubber and tin composed some 38 per cent of the exports of Thailand, 
and rubber alone about 39 per cent of those of Indochina. In Pakistan 
also, although production is more varied, 86 per cent of export earnings 
in 1950/51 were derived from cotton and jute. 


This high degree of dependence on a small number of products, mostly 
raw materials for export, exposes several countries of the region to violent 
fluctuations in external demand and prices which are virtually outside 
their control.? This was particularly so in 1950/51, when the international 
prices of raw materials, especially those of tin and rubber, underwent 
drastic changes mainly due to speculation and stockpiling. = 


These fluctuations affected the raw material exporting and importing 
countries in different ways, i.e. the terms of trade moved in different 
directions, depending on whether the materials whose prices changed 
were exported or imported. Japan was affected through its imports, and 
therefore partially in the opposite direction from raw material exporting 
countries, as were China and India, in so far as they were also raw material 
importers and were not so highly dependent on exports of other raw 
materials. 


In the second half of 1950 and in early 1951, when prices of raw 
materials were rising steeply, the region’s production of raw materials 
increased not only by fuller use of productive capacity but also through 
increased investment, plantings and acreage, in some cases involving a 
shift from other products, notably food crops. There was, for example, 
a significant movement of labour and other resources from rice to rubber 
production in Indonesia. 


When, early in 1951, prices of raw materials began to decline sharply, 
the position of the raw material exporting countries was adversely affected 
and was made more difficult by the fact that in the region, the elasticity 
of production of most products within a short period is low as compared 
with manufactures. This was due partly to the fact that raw material 
producers of the region include great numbers of largely unorganized 
smallholders, whose response to price variations is usually slow, and in 
some cases, even negative. Furthermore, as a result of the low level of 
economic development, alternative opportunities of employment .and in- 
vestment are relatively scanty in most countries of the region. 


p Rice exporting countries are, however, at present in an exceptionally favourable 
position to determine the export prices as well as the pattern of international trade in 
this vitally important commodity. 

* See chapter VII, “Fluctuations in Export Earnings.” 


* For a detailed discussion of Price elasticity or variability of production of rubber 


and tin, see K. E. Knorr, World R i : i 
Control, 1945, or ubber and Its Regulations, 1945; and Tin Under 
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Position of the region in world raw material production 


: Despite the importance of the production of certain raw materials to its 
_ economy, the region does not compare favourably with other regions in 
_ its contribution to world production of these raw materials. One calcula- 
tion puts the region’s share in world output of raw materials at some 16 
per cent or less in the pre-war years 1937—38.12 This arises from the low 
level of economic development of the greater part of the region, even in 
the field of primary production. The region’s share indeed compared very 
unfavourably with those of North America and Europe," whose pre-war 
shares of the world total were 32 per cent and 27 per cent respectively. 
It may be noted that the share of the region in world output of agricultural 
raw materials was much larger than its share in world output of minerals. 


: 


Table 13. Position of the region in world production of selected raw 
materials 


(As percentages of total world output*) 


Pre-war> 1948 1949 1950 1951 
Agricultural products 
Mere E a | REI Forel ag wie tata die 3's Rv's 29 19 19 27 
Re ae ete ore Sa tS ioe rs ois ioe w» 6 5 5 5 
SLR a ee Be ee ee ee 87 a, en 
RA OSTIMEE Tee 2 ter Pare cise cll alana 2k Bs die « 13 11 12 13 
TUS Sa ae ee ee 99 99 99 98 Ne 
Hard fibres (abaca, sisal, hennequen).. 50 rs 15 20 23 
00 TE ae aS ee Rp ae 100 79 82 91 Ww 
SEDI E e .  Ote  orale ak sole a we a 34 5 2 2 
2S ee. ete eee Se eee Foe 97 95 96 
Minerals¢ 
ECM OTE. pate coke a Pee ost og te 2 a Fal 2.0 2.8 3.2 Sil 
CTS DS See ee i eee 4.3 iby ls 2.6 2.8¢ 
ERO eral CNT oe a Pinon ove o/s 6.6 2.0 2.6 2.8 3.08 
Dae ee ae Sn ee ee ee 6.1 0.5 0.7 0.7 a 
TL ag oe es BOR Ae Sp ae ae Si 66.5 a 60.5 63.4 62.5 
TRS AP et See ey Se ee oe 67.2 1.0 avs > , 
bade hig BSE en ee es ee 36.7 6.7 8.7 Gee i 
ECHR, ae tae tate nahi Oe Ser tne os 56.8! 35 wi ne 
ea ae ee ee SP a wee 168 12 ; oh 


a Excluding USSR. : 

> For pork dMaral products, pre-war refers to 1934-38, for minerals, 1938. 

© Contents. 

4Excluding China. 

e Estimate. 

t 1941. 

5 1942, . . * . . 

Source: Calculated from data in United Nations, Statistical Yearbook, 1951 and 
Monthly Statistical Bulletin, April 1951; U.S. Bureau of Mines, Minerals Yearbook, 
1948 and publications by governments. 


4 League of Nations, Raw Materials and Foodstuffs, 1939. 

8 Europe, excluding USSR which contributed 12 per cent. f 
“For example, the region contributed some 28 per cent of pre-war world output o 
textile fibres, but only 10 per cent in the case of metallic ores. In this respect, the 
region again compared unfavourably with Europe (excluding the USSR) and North 
America. In 1937/38, European and North American output of textile fibres accounted 
for 18 per cent and 24 per cent respectively of the world total, and of metallic ores 28 

per cent and 26 per cent respectively. 
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In the post-war years, the region’s share in world output of raw 
materials suffered a sharp decline compared with pre-war. This was because 
its production recovered very slowly to prewar levels, while that of ee 
regions, especially the United States and the Soviet Union, advance 
rapidly. 

The decline in the region’s share of world output of raw materials was 
more in respect of minerals than of agricultural products, since post-war 
recovery was more rapid in the case of the latter. At the same time, in 
other parts of the world, particularly the United States and the Soviet 
Union, mineral production advanced more quickly. The region’s pre-war 
share was either maintained or approached in the case of several agri- 
cultural products, including rubber, jute, abaca, silk and coconut products, 
but has generally declined in the case of minerals. Even in respect to tin 
and tungsten, in the production of which the region enjoyed a relatively 


fast recovery, the share of the region in total world output in 1951 still 
fell below pre-war. 


Table 13 shows that, even for rubber, jute and abaca, in which the 
region holds a predominant position in production and trade, the share of 
the region showed a tendency to decline, indicating, apart from the rise of 
substitutes, the more rapid expansion (or recovery) in the development 
of these products in other areas of the world. 


AGRICULTURAL RAW MATERIALS 


Fibres 
Cotton 


The region’s cotton supply in 1950/51, while still below prewar, greatly 
improved over 1949/50. Increases were recorded in both regional pro- 
duction and net imports. Larger cotton crops were harvested in all the 
producing countries of the region except Korea. The chief producers are 


India, China and Pakistan. Statistics of the region’s cotton production and 
trade are shown in table 14. 


Production increased in response to strong demand and shortages in 
international markets, due mainly to the impact of the Korean war and 
rearmament programmes and to the introduction of export restrictions in 
the United States. Thus production in both China (mainland) and India 
was increased, in many cases-at the expense of food crops, in order to 
supply the requirements of textile industries, while in Pakistan there 
was an increase in retained consumption owing to the development of 
textile industries in the country in accordance with the Six-Year Plan. 


In 1951/52 there has been a continued increase in the estimated pro- 
duction of all the three major producers. The area under cotton was ex- 
panded by some 8 per cent in Pakistan, 20 per cent in India afd appar- 
ently to an even greater extent on the mainland of China. In spite of the 
unfavourable growing conditions in several areas, it is estimated that the 
region’s total cotton crop may be 10 or 15 per cent larger than last season, 
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Table 14. Cotton production, export and import 


I. Propuction 
(In thousand tons) 


: 1934-38 1949/50 1950/51 1951/52 0 
REO eeett se ee 1,150 518 593 607 
Pakistan f_ 221 265 287 
mpmem (mainland h « . f.a ax cask coalesce 680 370 506 650 

SEA MGnerds Rate Wawa SoM en Oia OK cr ec 65 28 20 fap 
CULES Ma aaa foe ee — 17> 21> 25> 
OM Soy ae ee ee 1,895 1,154 1,405 1,591 
REAM MOEN Gea za' cc osibancbls cde xs ck 6,650 6,750 6,010 7,400 


II. Export AND IMPORT 


(In thousand tons) 


Exports Imports 

1934-38 1949/50 1950/51 1934-38 1949/50 1950/51 
SE ae 614 46 a 206 173 
Pakistan f 187 226 a — —_— 
China (mainland) ... 53 — 11 77 87 50 
_ DET as Peer eee _ _ — 779 208 425 
Se See 18° 4e we 244 49e 47 
total Fegion “.....<. - 685 237 277 973 550 695 


otal world <....2... 3,070 2,700 2,560 3,060 2,620 2,660 


8 Preliminary. 

> Japan, Burma and Thailand. 

¢ Burma only. 

4 Korea only. 

¢ Hong Kong, Indochina, Indonesia, Korea and the Philippines. 


leaving them still about 15 per cent below the prewar level. Although net 
imports into the region for 1951/52 are not yet known, the prospect is 
that total supply may have further increased and may have approached 
the prewar level. 


Since the outbreak of the Korean war, cotton prices rose continu- 
ously, reaching unprecedented heights in early 1951. With the United 
States supply under allocation, the pressure of demand for Pakistan cotton 
was such that marketing in Karachi had to be specially organized, while the 
export tax was raised to absorb partly the inflationary effects of the great 
advance in prices. By mid-1951, with the somewhat improved international 
situation, speculative elements in demand subsided. On the supply side, 
acreage restrictions on cotton in the United States were removed, a very 
large crop was forecast and export allocation limits were abolished. 
Accordingly prices of cotton in the United States receded from the ceilings 
earlier established. Prices in Karachi fell even more sharply and the 
export tax was reduced. 


In Japan, both domestic and export demand for textiles increased early 
in 1951, and in turn caused a sharp increase in the demand for cotton. 
To meet this situation, the level of cotton imports was doubled. Sup- 
ply from the United States in 1950/51 was above the previous year’s 
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volume, notwithstanding the reduced export availability from that source. — 
The main portion of the additional imports, however, came from Pakistan 
and Mexico. By mid-1951, demand for textiles, and thus for cotton, in 
Japan declined and the supply situation was eased. 


In India, cotton textile output expanded by about 10 per cent in 1951. 
Although imports of cotton in 1950/51 were somewhat below those of 
the preceding year, cotton supplies on the whole were more abundant as a 
result of the larger domestic crop. 


Activity in textile mills on the mainland of China has been largely 
governed by the availability of cotton supply. The loss of imports from 
the United States was to some extent made good by increased imports 
from Pakistan, and the very considerable increase in the domestic crop 
in 1950/51 made possible increased activity early in 1951. In the middle 
of the year, however, operations had to be temporarily suspended in the 
textile industry, while arrangements were made to induce the flow of 
cotton from rural areas and to distribute the incoming supply from 
Pakistan. 


Jute 


The combined jute output of India and Pakistan accounts for 98 per 
cent of the world total, with India as the largest raw jute consumer and 
importer, and Pakistan as the sole major exporter. Statistics of area, 
production and exports are shown in table 15. 


Table 15. Jute production and export 


I. AREA AND PRODUCTION 
India Pakistan World 


Area 
(In thousand hectares) 


134-1047 ea vettise tak Sens cd fees Cee a eo 1,420 1,430 
TE Ce ee eB LS 310 760 1,110 
AOHOPSOT Moe re cen Le EE 471 632 1,140 
TCE) oe a eg ee tae Mabe eked ©: 586 506 1.130 
IDLE SLUT: eRe Lagi aes aE SON 800 720 1,600 


Production 
(In thousand tons) 


1OS4- LOS Seaverage: 54 tee chew eben ceen cee a 1,850 1,880 


POARNAG AA PLS eon Gah tm ee a 373 1,008 
POST GUN RE Soon ake cetae ck Cot Ree 568 613 eo 
TSO 75S ere eat, Ce ee ee oe 606 800 1,475 
ETT SS GIR ak Oi hatte Ra Weel dl 900 1,165® 2.130 
II. Exports FROM PAKISTAN 
(In thousand tons) © 
; To other Total 
To India countries shipments 

LDAP PAR: | <u SECC RECO Oee ae eT nae 977 137 1,114 
TSAR AAD «occ [eee ee etre eeSt aa 719 326 1,045 
CLE ap nema 8 eh arte Tata 305 317 ‘622 
MOGOFS] Os ick. sv GREW eA eae tee 460 773 1,233 


* Official forecast. 
b Subject to revision. 


° Converted from bales at an average weight per bale of 184 kg. 


ia a 


x ea tk 


2 é 
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_ . In 1950/51 the combined acreage and production of the two countries 
_ fell below prewar. The decrease in acreage was, however, concentrated in 
‘Pakistan, there being an increase in India. In 1951/52, both countries 


increased their acreage and production. While Pakistan, as compared with 
India, had a smaller area under jute, it had a larger output, reflecting a 
higher yield. Compared with 1948/49—the second year of independence— 
while the Indian yield increased only slightly, that of Pakistan increased 
considerably. In 1951/52 the estimated jute production was 0.9 million 
tons for India and 1.2 million tons for Pakistan, with a combined output 
of 2.1 million tons as compared with the prewar annual average of 1.9 
million tons. 


Prices of raw jute in the free market were advancing at the time of 
planting in 1951/52. The licensed area in Pakistan was increased in face 
of a very large export demand, while, in India, some diversion of land 
from other crops to jute and an extension of intercropping took place in 
accordance with the jute self-sufficiency policy and with the favourable 
price parity between jute and other crops. In East Bengal (Pakistan) 
the crop in 1951/52 is officially estimated at 1.2 million tons and there 
have been indications that it may reach 1.4 million tons. On the other 
hand, recent unfavourable weather conditions in Assam may cause the 
Indian jute crop to fall short of the official estimate of 0.9 million tons. 


The trade agreement of February 1951 between India and Pakistan 
provided for the shipment of 460,000 tons of East Bengal jute to the 
Calcutta mills in 1951/52. A similar quantity was shipped last season. 
Together with the Indian production (not all of which, however, is suit- 
able for the Calcutta industry), this should bring the total new supplies 
in India up to 1.4 million tons, compared with consumption in Calcutta 
last season of less than one million tons. In view of the improved supply 


_ situation, hours of work in Calcutta mills were extended from 42.5 to 48 


per week as from 10 December 1951 (12.5 per cent of the looms in the 
hessian section will, however, remain sealed). It is estimated that this will 
make possible an increase of 10-12 per cent in the rate of jute goods 
output. 

Owing to the prospective larger crop in India and the well stocked 
position of some of the European mills, a certain caution has characterized 
trading in raw jute in recent months. Shipments from East Bengal, in the 
first half of the 1951/52 season, were 20-25 per cent less than in the 


- corresponding period of the previous season. Nevertheless, the export duty 


on long jute was raised from 20 Pakistan rupees per bale to 35 on 
1 November 1951. At December prices this represented a tax of 16 
per cent. 


Hard fibres 


The year 1951 saw a continued recovery in abaca production, In the 
Philippines, which accounts for over 90 per cent of world supply of this 


hard fibre, output in 1951 was 25 per cent larger than in 1950, although 
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still 30 per cent below prewar. Production of sisal, the chief competitor 
with abaca, and mostly from Indonesia, increased by 70 per cent. The 
region’s recovery in other hard fibres was less marked. 


Increasing economic activity in the earlier part of 1951 and the accelera- 
tion of governmental stockpiling resulted in an increased volume of tra 
in hard fibres. In the case of abaca, exports outstripped production, and 
stocks in the Philippines were reduced. The United States, which accounts 
for about one-half of world imports of abaca, increased its imports from 
the region by 40 per cent, in spite of a simultaneous recovery in imports 
from Central America. Imports by the United Kingdom doubled and 
those of Japan increased substantially. 


Although showing a substantial over-all improvement over the previous 
year, the trend of trade during 1951 was downward and prices for hard 
fibres declined. While supply was increasing, commercial demand was 
subsiding, the impact of defence expenditures being rather less than had 
been expected. In the United States, where steps had been taken earlier 
to curb speculative purchases of hard fibres, price regulations were relaxed 
in November in order to encourage imports. Elsewhere, trade was also 
affected by the dollar shortage. 


The outlook for 1952 is rather uncertain. Production of abaca is capable 
of further expansion, provided the spread of mosaic disease is prevented. 
Yet output was contracting towards the end of the year in face of 
diminishing demand. 


Table 16. Production of hard fibres (abaca, sisal, hennequen) 
(In thousand tons) 


1934-38 1949 1950 1951 
Ehilippines: (Gbaca)s ante easck steaks ue 180 66 97 126 
Indonesiay(mastlys Sisalun. «ceuie enn eae 84 3 7 128 
Rotalurepion: jeer ate cat Cocteau ance 265 72 106 1414 
otal Rworldaeet ene. case lee eee 534 479 534 5908 


8 Estimated. 
Silk 


China and Japan are the world’s leading producers and exporters of 
raw silk. World production of raw silk in 1951/52 remained at less than 
one-third of its prewar volume. The great expansion in output of synthetic 
fibres during and since the war, particularly in the United States which 
used to account for three-quarters of the world market for raw silk, 
greatly limits the scope for recovery. In the early postwar years, silk 
cocoon output was tending downward, being apparently in excess of the 
amount required to sustain the slowly rising volume of raw silk produc- 
tion. It recovered to some extent in 1950 and was at a postwar maximum 
in 1951. Raw silk production, having risen fairly steadily to around 
16,000 tons in 1949, as compared with 55,000 tons in 1938, declined some- 
what in 1950 but is estimated at about 17,000 tons in 1951. 


oeege 
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Consumption of raw silk in the early postwar years exceeded produc- 


_ tion and, by the end of 1948, stocks accumulated during the war had been 


considerably reduced. The generally rising trend of consumption was 


arrested in 1949, but the situation changed completely in 1950, with the 
sudden expansion in consumption in the United States following the out- 
break of the Korean war. Thus expansion coincided with a reduced volume 


of production, and world stocks as a whole dropped to a very low level. 


Prices which, in Japan, had been controlled up to the beginning of the © 
year, advanced rapidly. 


The rise in prices continued until February 1951 when the United 
States ceased buying after the introduction of maximum price regulations. 
Since then Japanese silk prices fell sharply. Exports from Japan in the 
first and second quarters of the year were only half as much as in the 
two preceding quarters. Consumption fell away sharply in the United 
States and, to a lesser extent, in Europe. There was some improvement 
towards the end of the year. Although imports into the United States were 
still on a very reduced scale, consumption in the last quarter had recovered 
to 90 per cent of the quarterly average for 1950. A sustaining factor was 
Japanese consumption, which was generally higher in 1951 than in 1950. 
Japanese exports improved again in the second half of the year to some 
80 per cent of the 1950 rate. 


The prospects of an expansion in world trade and consumption of raw 
silk have been much improved since the enactment, on 17 December 1951, 
of the Japanese Cocoon and Raw Silk Price Stabilization Law. Under this 
law the Japanese Government will buy raw silk at floor prices and sell at 
ceiling prices, a fund of 3,000 million yen being set aside for this purpose. 
Representatives of the major consuming countries at the third Inter- 
national Silk Congress in September 1951 suggested that a reasonable 
price at that time would be $US 3.80 per lb. (equivalent to 180,000 yen 
per bale) with fluctuations restricted to 10 per cent above and below this 
level. In the meantime, the price at Yokohama was above 200,000 yen and, 
by 1 February 1952, had reached 220,000 yen. 


Table 17.2 Raw silk production and export 


(In thousand tons) 


1938 1949 1950 1951 
Production? 
TESST Ge ee ne TE De ek ee 43.15 9.71 8.89 10.71 
ntgiceees: Ponies antes ciara eed 2 0.90¢ 0.95 1.03 Z 
Cetera ce se eats le tinine mate's w0 ZAL 1.72¢ 0.73¢ 
Export ; Des 
28.67 2.92 « 68 , 
Bik 6 on, Beane DOE OT CORDIC OOL oe 
‘a Bin BO ERE Be a eo 3.18 0.23 0.34 


8For details see appendix table III, 1. ; 
b Production figures for China are not available. 
¢ Estimates. 
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Rubber 


The sharply rising trend in prices of natural rubber and the acceleration 
in United States strategic stockpiling were finally reversed in early 1951. 
The recession of prices took place chiefly between March and May, after 
which there was a considerable degree of stability, although a drift down- 
wards developed towards the end of the year and continued into 1952. 


Production of natural rubber in 1951 showed a trend similar to that 
of prices, month-by-month output until April exceeding the volume pro- 
duced in the corresponding period of the previous year. A reversal then 
took place and there was a downward trend to the end of the year. Thus 
world output in the twelve months ending April 1951 was about one-third 
larger than in the preceding twelve months, but for the year 1951 it 
showed no advance on 1950. While internal disturbances interfered with 
production in Malaya, the downward trend in rubber prices, when taken 
in conjunction with advancing costs of production and livelihood (par- 
ticularly the rising price of rice), resulted in conditions generally less 
favourable to production. The only significant advance in output was in 
Indonesia, and this took place chiefly in smallholdings in the earlier part 
of the year when prices were relatively favourable. Production of planta- 
tions was still handicapped by internal unrest. Over the whole year, 
Indonesian output was some 15 per cent larger than in 1950, offsetting 
the decline in Malaya and elsewhere. 


Production of synthetic rubber increased continuously throughout 1951 
with no levelling off in sight at the end of the year. United States produc- 
tion accounts for 93 per cent of total output. United States synthetic rubber 
production in 1952 may experience some decline in view of the Govern- 
ment’s announcement in April that, owing to the ample rubber supply, 
the control of natural rubber consumption, which had been in effect for 
eleven years, would be lifted and that the obligatory level of synthetic 


rubber consumption would be lowered from the current rate of 775,000 
tons to 510,000 tons a year. 


World consumption of natural rubber declined by 12 per cent in 1951 
the drop being accounted for entirely by reduced consumption in the 
United States. Consumption elsewhere is estimated to have increased by 
about 10 per cent. At the same time, strategic stockpiling in countries 
other than the United States is reported to have made progress: 


Synthetic rubber consumption in the United States increased by about 
45 per cent over the 1950 volume even though manufacturing industry 
was limited in the amounts it could acquire and process. Consumption of 
both kinds of rubber in the United States in 1951 is estimated to be about 


the same as in 1950, but the proportion of natural rub 
57 to 37 per cent of the total. ral rubber dropped from 


The outlook for 1952 is to a lar 

Ch ge extent dependent on governmental 
policies. The surplus of natural rubber production over Pinsceaea 
which in 1951 totalled some 386,000 tons and represented nearly one-fifth 
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of world production, was absorbed in strategic stocks, the most important 
of these being the United States Government’s stockpile. . 


+ Table 18." World production and consumption of rubber 
is. 
o (In thousand tons) 
Bian 1938 1949 1950 1951 
, Natural 
‘ 15s Gv dl DSB a9: 891 1,439 1,799 1,804 
y CIN TNS SAS Sig ety Se lt Ne 925 1,514 1,885 1,910 
¢ Synthetic 
VAG hg leh ae Ane he 6 447 543 923 
Consumption 
+ DUS SATEA | OU SS2 eg ae See era 970 1,461 1732 “1,524 
f SUD TE Seg Ok ee a aS Pe 5 457 589 828 


* For details see appendix table ITII.2. 


Timber and wood pulp 


The production of fuelwood and charcoal is vital to the economy of 
many countries in the region. As resources of mineral fuel are limited, 
wood has to meet a great part of the fuel needs in most countries of the 
__ region for domestic as well as industrial consumption. Indonesia, Thailand, 
_ Cambodia and Ceylon all achieved considerable increases in production of 
_ these materials in 1951. 


oe 


Timber prices continued to rise because of general shortages until the 
last months of the year, and some countries applied export restrictions 
as a means of stabilizing prices. With this end in view, the export of all 
species of timber except teak was prohibited in Thailand. Similarly in 
Singapore, a partial ban on exports was exercised on a quota basis. Due 
to disturbed conditions in Burma, both production and export of timber 
remained very much below prewar. Some of the foreign sawmill com- 
panies in Burma are shifting their activities to North Borneo and Sarawak, 
where large increases in production are expected. The Burmese export of 
teak, which is the most important timber resource of the country and used 
to supply half the world teak export before the war, was in 1949/50 only 
7 per cent of the pre-war volume. On the other hand, the export and pro- 
_ duction of teak from Thailand progressively increased. 


Japan in the past has been mainly a producer of softwood, but recently 
legislation has been enforced to regulate cutting in coniferous forests in 
order to allow them to recover from over-exploitation. There has been a 
considerable decrease in the number of sawmills in the country mainly 
due to shortages of raw material. So far as can be seen, Japan will be 


a pwse ur, oe ee 


oer t of teak from Thailand increased from 20,591 cubic metres (round) in 
1946 to 175,000 cubic metres (round) in 1950, and production from about 78,000 cubic 
metres (round) to 196,000 cubic metres (round). 
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largely an importing country for at least a decade. Steps are being taken 
to open up some forests that have hitherto remained unexploited owing 
to extraction difficulties. 


The sawmills of Singapore, a principal producing area of sawn wood,” 
had to close down for some time in the middle of 1951 due to shortage of 
log supplies from Indonesia. Production in Malaya and the three states 
of Indochina was hampered by political disturbances. 


Plywood manufacture is concentrated for the most part in India and 
Japan, some production being also reported in Ceylon and the Philippines. 
In India, where it is now a protected industry, it is expected to make 
good progress. Japan’s plywood industry has made a quick recovery since 
the war, and increased imports of peeler logs from the Philippines are 
planned. Singapore has erected a modern plywood mill with a daily 
capacity of about 100,000 sq. ft. When this comes into production a large 
export trade with the United Kingdom is likely to be established. 


The supply position of wooden sleepers does not appear to be satis- 
factory, particularly as regards naturally durable sleeper species, and 
some countries have impregnation plants under construction while others 
are contemplating preservative treatment to permit the use of otherwise 
unsuitable species. 


Apart from production and availabilities for import, shipping generally 
has also been a difficult problem since the outbreak of the Korean war, 
and freight rates have increased abnormally for timber in particular. 


Japan is the most important producer and consumer of wood pulp in 
the region. The country’s highest output occurred in 1940, when 1,250,000 
short tons of wood pulp and 1,700,000 short tons of paper and board were 
produced. Following a gradual decrease of output during the war, the 
lowest point was reached in 1946 when only 220,000 tons of wood pulp 
and 231,000 tons of paper and board were produced. The main reason 
for the decrease was the loss of South Sakhalin where the most modern 
mills were concentrated. The mills in the home islands, part of them 
damaged, have since made considerable progress toward rehabilitation 


and expansion. Production in 1950 was about 810,000 short tons of wood 
pulp and 950,000 short tons of paper. 


The supply of paper and board in Japan is still far below demand, 
mainly due to shortage of pulp. The rayon industry is in keen competition 
with the paper industry for the procurement of pulp but the situation 
may be eased as a result of the present programme of construction and 
expansion of pulp mills. The fundamental problem in Japan, however, is 
the limited resources of wood. The forests are already heavily overcut and 
the import of pulpwood is not at present easy because of high costs. 
Japan expected to import about 50,000 tons of purified pulp for its rayon 
industry in 1951, and to increase output of its own rayon pulp to about 


133,000 tons. Some 40 per cent of this increase was to be at the expense 
of paper pulp. 


ve 
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Production of paper in India was expected to reach about 175,000 tons 
in 1951. Most established mills are expanding, and three new units were 
reported to be starting production in 1951. The output of wood pulp in 
India has in the past been negligible, paper being made of bamboo and 
grasses.’® Plans are being made for utilizing wood in the manufacture of 
paper. 

There is at present no primary wood pulp or paper industry in Pakistan 
but there are plans for four or five new mills using bamboo and other 
fibres. At present all wood pulp requirements are imported. Malaya is 
also investigating the possibilities of producing wood pulp from native 
species. Pine areas in the islands of Indonesia are being considered for 
the production of raw materials for wood pulp. Thailand has a pulp and 
paper factory, using bamboo and softwood, with a production of about 
10 tons per day. Plans are under consideration for expansion to about 
30,000 tons per year. 


Hides and skins 


The production of hides and skins depends mainly upon the numbers 
of livestock. In the region, the number of animal units in 1949/50 re- 
mained substantially below pre-war. Of the world totals, the region 
accounts for approximately 35 per cent of cattle, about 12 per cent 
of sheep and 35-40 per cent of goats. The principal types of livestock 
found in the region are undersized cattle, low-wooled sheep and medium- 
grained-skin goats, and these determine the quality of hides and skins 
produced. 


In general, slaughter hides and skins are of much higher quality than 
fallen stock. In the region, conditions of husbandry are such as to make 
the maintenance of herds and flocks difficult and, consequently, deliberate 
slaughtering is kept at a minimum. Further, in many areas, the prestige 
value of ownership or religious belief hinders slaughter. While the pro- 
portion of the cattle population slaughtered in the United States, Western 
Europe and Australia averages about 20 per cent, that of the region 
averages only 10 per cent. India and Pakistan are two of the leading 
producers of hides and skins in the region. India’s share of world pro- 
duction of cattle skins (by numbers) is approximately 15 per cent, of 
sheep skins 9 per cent and of goat skins 20 per cent, while Pakistan’s 
share is approximately 4 per cent, 1 per cent and 4 per cent respectively. 
In India, about 8 per cent of the production of hides comes from 
slaughtered animals, and in Pakistan about 40 per cent. The large pro- 
portion of slaughtered stock and the improved collection of fallen stock, 
together with good breeds of cattle cared for by professional breeders, 
raise the relative value of the hides industry of Pakistan considerably 
above that of India. Unlike hide production, the bulk of the region’s 
supplies of sheep and goat skins is obtained by slaughter because of the 
animal’s meat value. 
~ 38 No information is available with regard to the situation on the mainland of China, 
which is one of the major paper producing areas of the region. 
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In 1949 the combined exports of hides and skins from India (the largest 
exporter in the region), Pakistan and Indonesia, on which information is 
available, increased significantly over both 1938 and 1948, the major 
increase being from Pakistan and India, with exports from Indonesia still 
below pre-war. China is another major exporter in the region, hides and 
skins accounting for 25 per cent and 23 per cent of its total exports in 
1938 and 1948 respectively.” 


MINERAL RAW MATERIALS 
Iron ore and ferro alloys 
Tron ore 


Iron ore is produced*® in China, India, Japan, Malaya, the Philippines, 
Hong Kong and Thailand. Before the war, the annual regional production 
(excluding China) amounted to 3.7 million tons (metal content), of which 
India accounted for 1.79 million tons, Malaya 1.05 million tons, the 
Philippines 570,000 tons and Japan 300,000 tons. After the war, the output 
of India and Japan increased, while that of China, Malaya and the Philip- 
pines declined, with new production being started, however, in Hong Kong 
and Thailand. The decline was especially severe on the mainland of China, 
where recovery has been rapid only in the last two years. In 1950 and 
1951, the production of the region as a whole was still substantially below 
the pre-war level. 


In Japan, since 1948. production has also been higher than the pre-war 
level, exceeding it in 1951 by no less than 54 per cent. While China and 
India produced more than their domestic requirements, Japan had a large 
deficit, importing mostly from countries of the region. During the first 
half of the fiscal year 1951 (i.e., from April to September), Japan’s main 
import sources were: the Philippines (28 per cent), Malaya (28 per cent), 
the United States (26.8) and Goa (9 per cent). The universal shortage 
of ore at the beginning of 1951 and the advance of freight rates greatly 
inflated the prices of Japanese imports. The shortage had been aggravated 
when imports from the Chinese mainland became virtually unobtainable 
due to the export ban, enforced since the end of 1950. Although the 
situation gradually improved thanks to the increased imports from more 
distant sources, the cost was higher. Malaya produced only 30 per 
cent of prewar in 1950 and 52 per cent in 1951, in spite of a high rate 
of increase in these years. In the Philippines, production also increased 
rapidly, from 57 per cent of the pre-war level in 1950 to 85 per cent in 
1951. Production in Hong Kong in 1951 fell by 5 per cent below the 
1950 level. Virtually all the production in Malaya, Hong Kong and the 
Philippines was exported to Japan. While output in most countries of 
the region advanced quickly during the first half of the year, there was 


a slowing down in the rate of increase during the second half, following 
the general movement of demand and prices. 


“ Bor detailed statistics see appendix table ITT.3. 
* For details see appendix table ITI.4. 
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Tungsten 


China and Burma before the war produced a large part of the world 
output of tungsten. Production on the mainland of China recovered to 76 
per cent of the prewar level in 1950, and to 80 per cent in 1951.1® In the 
meantime, the production of Burma remained only a small fraction of 
pre-war. Other producers include Thailand, Malaya and south Korea. With 
the outbreak of war, south Korean production declined steeply but re- 
covered rapidly toward the end of 1951, the entire output being exported 
to the United States. Production in Thailand also increased. 


Owing to the heavy demand since the outbreak of the Korean war, and 
larger shipments from the mainland of China to the Soviet Union, tung- 
sten prices reached very high levels on international markets in 1951, 
though by 1952 prices had eased somewhat. 


Ilmenite 


India continued to be the world’s largest producer of ilmenite, account- 
ing for 40-55 per cent of world output as well as for the greater part of 
world exports, principally to the United States. Indian production in 1950 
was 216,076 tons. It is probable that output increased further in 1951, 
following the upward movement of prices in 1950 and early 1951. New 
deposits, which may further increase the Indian ilmenite output, have 
been discovered in Bombay. India has also started processing the ore. 
The Travancore Titanium Products Ltd., in co-operation with a British 
firm, started production of titanium products last year. Ilmenite is also 
produced in Malaya in association with tin. Malayan production in 1951 
was almost double that of 1950. Ceylon is planning to separate ilmenite 
and rutile from beach sands. 


Chromite 


Chromite producers of the region include India, Japan, Pakistan and 
the Philippines. In the Philippines, which is the largest producer in the 
region, production increased greatly, from 257,000 tons in 1950 to 335,000 
tons in 1951, which was much above the pre-war level. The Philippines 
continued to export most of its chromite ores to the United States, 
accounting for some 21 per cent of the latter’s imports. Before the war, 
the Indo-Pakistan sub-continent produced some 25,500 tons a year (metal 
content). Partition left India and Pakistan each with an annual production 
of about 10,000 tons. Subsequently, both countries suffered some decline in 
output, to 8,000-9,000 tons each in 1949. During 1950, while Pakistan 
production recovered, that of India continued to decline, to the low level 
of 6,000 tons. In 1951, the production of Pakistan increased to 17,779 tons 
owing to the high demand and prices on international markets. 


Manganese 
India is a very important world producer of manganese, production in 
1950 amounting to 900,000 tons, and in 1951, to about one million tons. 


* People’s Daily, Peking, 6 October 1951. 
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Most of the production was exported. The United States took three- 
fourths of Indian shipments in 1951—one-third of the total imports of 
manganese ore into the United States. A smelting plant, with an annual 
capacity of 25,500 tons of ferro-manganese, is being installed in Orissa 
by a joint enterprise of Indian and American capital,*° and is to be com- 
pleted by the end of 1952. Manganese prices rose rapidly during the first 
half of 1951 but declined slightly in the second half of the year. In spite 
of high prices, manganese ore production in the Philippines showed a 
slight decrease during the year. 


Non-ferrous metals 

lin 

The world’s greatest tin-mining area lies in the region. Before the war, 
the region accounted for the major part of the world’s production of both 
tin ore and tin metal. Malaya is the largest tin-mining and tin-smelting 
country in the world, in pre-war years producing some 27 per cent of the 
world’s tin ore and 45 per cent of the world’s tin metal. Its position as the 
world’s largest exporter of tin metal was partly due to its imports 
of tin ore and concentrates, mostly from Indonesia. The next largest 
producers of tin ore in the region are Indonesia, Thailand and China, 
accounting before the war for some 16 per cent, 10 per cent and 9 per cent 
of the world total respectively. In tin metal production, Malaya was fol- 


lowed by Indonesia and China, each contributing about 8 per cent to the 
world total. 


After the war, recovery and progress of tin ore production in the 
region were rapid. The regional output, however, has not yet reached the 
prewar level. The great increase in Malaya barely offset the decreases in 
China, Burma, Indochina and Thailand. In 1951, there was a sharp fall 
of demand and prices, and consequently some decline in tin ore production 


in all the major producing countries of the region with the probable ex- 
ception of the mainland of China.*? 


The region’s position in the production of tin ore and metal has under- 
gone a great change compared with pre-war. Because of the wartime 
inaccessibility to the region’s supplies, production of both ore and metal in 
other parts of the world greatly increased. While Bolivia, the Belgian 
Congo and Nigeria considerably increased their output of tin ore, the 
United States became the leading smelter, holding this position until 
1948 when its output was surpassed by the restored capacity of Malaya. 
In the meantime, post-war smelter production in China fell to a small 
fraction of pre-war, and that of Indonesia did not recommence, the plant 
at Bangka having not yet been restored to operation. Thus between 1938 


»A United States firm concluded negotiations with th G i 
install the plant with an Indian : pe een ote 


‘all t hrm contributing 
Ee cr abet up to 49 per cent of the $2,100,000 


* For statistics see appendix tables III.5 and IIL6. 


™ The decline in tin demand and prices i i i i 
: 1 Prices is examined in chapter VI, where attention 
is drawn to the importance of changes in the purchasing policy of the United States. 
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and 1951 the region’s share in world production of tin-in-concentrates 


declined from 67 per cent to.62 per cent, and in that of tin metal from 


95 per cent to 42 per cent. The region’s tin metal production in 1951 was 


71,214 tons, as compared with 79,930 tons in 1938 and 73,903 in 1950, 


The total export of tin ore was greater in 1951 than in 1938; the 
increase was mainly from Indonesia, exports from Thailand, Burma and 
Indochina being at a very much lower level than prewar. The 1951 export 


of tin metal from the region, however, fell much below prewar, exports 


from Malaya increasing slightly, those from China declining substantially 
and those from Indonesia having not yet recommenced. 


In the early postwar years, there were shortages of tin on the world 
market. In 1948, production began to ‘surpass consumption, the latter 
being reduced mainly by the extension of the tin-saving electrolytic process 
in tin plating in the United States, Canada and the United Kingdom. Tin 
plating is the largest single process using tin and normally absorbs 
one-third of the world’s production. In 1950, although the gap between 
production and actual consumption increased, tin prices were raised by 


__ anticipatory purchases and stockpiling programmes. In 1951, the United 


Pa 
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States consumption of tin declined by about 10 per cent partly owing to 


_ government restriction, and thus the gap between world tin production and 


consumption expanded. Furthermore, the import of tin into the United 
States was monopolized by the Government in March and subsequently 
curtailed drastically. In consequence, tin prices declined sharply from the 
February peak, though they levelled out later in the year at well above 
pre-Korean-war prices. 


Copper, lead and zinc?* 


The world demand for copper and zinc and, to a lesser extent, for lead, 
continued at high levels throughout 1951. In the region, Japan remained 
the leading producer as well as consumer of these metals, with the Philip- 
pines as the second largest producer of copper. Japanese production of 
copper ore amounted to 39,400 tons in 1950 and increased to 42,300 in 
1951 (metal content), even though prices were well below prewar. Zinc 
ore production in Japan was also increased in spite of the fact that refining 
capacity was inadequate and was further reduced by power shortage. 
Thus, by the end of 1951, it was possible for Japan to authorize the export 
of 1,500 tons of zinc ore and to consider further exports. Lead ore pro- 
duction in Japan continued to rise, and was slightly above the pre-war 
level. Japan has to import some of its requirements for all three of these 
minerals in metal form mainly from the United States. 


In India, extraction of copper, lead and zinc has been undertaken in 
recent years and, in early 1951, for the first time, zinc concentrates were 
exported. India’s annual requirements are, however, 45,000 tons of zinc 
and 10,000 tons of lead, and these greatly exceed home output. In Burma, 
the Bawdwin lead and zinc mines, which had not been operated on any 


* For statistics see appendix table III.7. 
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large scale since the war, became a joint enterprise of government and 
foreign capital at the end of 1951, but production remained a tiny pro- 
portion of pre-war. In the Philippines, production of copper ore and zinc 
ore in 1951 increased over 1950, but that of lead ore decreased. 


Antimony ’ 


China is an important producer of antimony, supplying 36 per cent of 
the world total in 1937. Production of this ore during the earlier post- 
war years was at a rate of some 5,000 tons a year as compared with the 
pre-war rate of 14,000 tons. No information is available about production on 
the mainland of China in 1951. However, as the geographical and economic 
position of antimony in China is similar to that of tungsten, it is possible 
that 1951 production was not very different from the pre-war level. Small 
output came from Japan, Thailand and the British territories of Borneo. 
With the production of the mainland of China not available to the United 
States and Western Europe, increased demand caused prices on inter- 
national markets to rise steeply in 1951. 


Bauxite and aluminium 


Indonesia and India are the region’s major producers of bauxite. In 
Indonesia, production in 1950 was about double the pre-war level, most 
of the output being exported to Japan and the United States. Indian pro- 
duction also rose to several times the pre-war level. In 1950, while Indo- 
nesian bauxite production amounted to 531,000 tons, that of India reached 
52,000 tons. ; 


Japan, China and India, in order of importance, were the region’s only 
producers of aluminium and in all three countries, metal production has 
recently been increased. In Japan, the industry was very active in 1951, 
with an output of aluminium of 37,000 tons in 1951, or 49 per cent above 
the previous year, in response to the increased demand, both domestic and 
overseas. In the second half of 1951, however, there was a weakening of 
demand and a fall in prices. Japanese aluminium production thus tended 
to decline, this being aggravated by shortage of electric power. In Indo- 


nesia, it is planned to establish an aluminium plant capable of producing 
10,000 tons of the metal per year. 


Non-metallics other than fuels 
Sulphur? 


Since the end of 1950, the world has suffered from a serious shortage 
of sulphur. Sulphur was the first commodity to be the subject of allocation 
recommendations by the International Materials Conference, whose Sul- 
phur Committee estimated that requirements for crude and refined suphur 


would exceed the available supply b ore th etre : 
1951 and 1952. pply by more than one million tons in both 


“Including pyrite and gypsum. 
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In the region, Japan, the leading producer and consumer, produces 
sufficient sulphur, pyrite and gypsum to satisfy domestic needs and to 


_ leave a surplus for export. Japanese pyrite production, amounting to 

2,251,000 tons in 1951, surpassed its wartime peak level, but refined 
sulphur production, at 141,000 tons, was still below the previous peak. 
In addition, 200,641 tons of gypsum were produced. 


The sulphur shortage was felt acutely by India, which depends on im- 
ports for most of its supplies. In 1951 the United States Government 
allocated 44,000 tons of crude sulphur to India as against the stated re- 
quirement of 62,000 tons. This supply was rationed to the different con- 
suming industries, with priorities accorded to essential industries, such 
as basic chemicals and fertilizers, production of which was in this way 
maintained during the year. The reported discovery of extensive pyrite 
deposits in Bombay in 1951 is of special interest. The expected yield, if 
developed, would reach about 4,000 tons of sulphur a month, sufficient to 
supply the country’s sulphuric acid plants at their existing capacity. 


Graphite and mica 


Ceylon continued to be the world’s leading exporter of graphite, and 
India that of high-grade mica. Ceylon’s production of graphite, which is 
_ the principal mineral mined in the island, decreased slightly from 12,800 
tons in 1950 to 12,600 tons in 1951. India’s export of mica nearly doubled, 
production having increased mainly as a result of the electrification of the 
mica areas in Hazaribagh, Bihar. 


CHAPTER IV 
Fuel and Power 


GENERAL POSITION OF THE REGION 


The fuel and power economy of the region, in line with the generally 
low level of economic development, is characterized both by its relatively 
small share in world production and consumption and by the relatively 
small proportion of mineral fuels and water power in its total energy 
utilization. In 1937, mineral fuels and water power made up only some 
40 per cent of the region’s energy consumption for productive purposes, 
while fuel wood accounted for 10 per cent and animate sources for 50 per 
cent. In North America and Europe, the proportion accounted for by 
mineral fuels and water power in the same year was some 90 per cent.* 


In the production of fuel and power, among the technically superior 
inanimate sources of energy, coal predominated only in the Indo-Pakistan 
sub-continent and Indochina (80-90 per cent of total inanimate energy 
production), China and Japan (60-70 per cent) and Korea (45 per cent). 
Water power claimed a fair proportion of fuel and power production only 
in Japan (17 per cent), the Philippines (10 per cent), Malaya (8 per 
cent), Korea (6 per cent) and India (2 per cent). 

Petroleum and natural gas had the least significant share in the region’s 
output of fuel and power, in 1937 accounting respectively for 8 per cent 
and less than 1 per cent of the total, as compared with 19 per cent and 
.5 per cent respectively for the world as a whole, and 29 per cent and 10 
per cent respectively for North America. The proportion of petroleum in 
the total fuel and power production was important only in Burma, Indo- 
nesia, Sarawak and Brunei (80-90 per cent), and that of natural gas 
only in Indonesia (17 per cent), and Sarawak and Brunei (8 per cent), 


The region’s production of fuel and power in 1937 amounted to only 
8 per cent of the world total, its contribution to the latter being 1.3 per 
cent in natural gas, 3.4 per cent in petroleum products, 8 per cent in coal 
and lignite and 13.2 per cent in water power, as compared with 86.8, 62.5, 
33.4 and 41.6 per cent respectively in North America, and 3.2, 3.1, 47.2 
and 37.2 per cent respectively in Europe (excluding the USSR). Even in 
the production of fuel wood, which is more important to countries of the 


‘United States Department of State, Ener ) 
: ; ; : gy Resources of the World, 1949. The 
calculation was in terms of kilowatt-hours electricity equivalent. For explanation of 
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see e f the publication The term “animate 
sources” refers to human and animal ener dei ni 
and the ter if 
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region than other types of fuel and power except coal, the region’s place 
_ in world output (19 per cent) was only slightly higher than that of Europe 
(17 per cent), and much lower than that of North America (26 per cent). 


In spite of the small share of the region’s production in the world total 
and the unbalariced nature of its composition, modern forms of fuel 
extraction and power generation were developed earlier and more widely 
than manufacturing industries in the region. This was partly due to the 
fact that fuel and power production was technically a pre-requisite of 
industrial development. 


Since the war, recovery and progress in fuel and power production in 
most countries of the region have been relatively steady. The regional 
production surpassed the prewar (1937) level by 10 per cent in 1950 and 
15 per cent in the first half of 1951.2? However, the progress in fuel and 
power production in the region has been far exceeded by the advances 
made in other major regions except Western Europe. Consequently, the 
region’s shares in the post-war world production of the three major types 
of fuel and power, i.e., coal, petroleum and electricity, declined sharply 
as compared with pre-war, as will be seen in table 19. 


Table 19. Position of the ECAFE region in world production of fuel and 


power* 
(In percentages of world production) 
1938 1948 1949 1950 1951 
RE ee oe. a Sade as es 8.0 5.4 6.6 6.2 6.5 
SE SUSE EEE See Sa 4 nce pepe 4.0 17 2.3 2.4 2.4 
Se Se eae 8.2 53 5.7 55 ee 


Source: United Nations, Statistical Yearbook 1951 and Monthly Bulletin of 
Statistics, April 1951. 

* World total, excluding USSR. 

> Countries covered: Malaya, India, Indochina, Japan, Korea, Pakistan and the 
Philippines. ; 

¢ Countries covered: Brunei, Burma, China, India, Indonesia, Japan, Pakistan and 
Sarawak. 

4 Countries covered: Ceylon, Hong Kong, India, Indochina, Indonesia, Japan, Korea, 
Malaya, Pakistan, the Philippines and Thailand. 


Coa? 


Before the war (1938), the region produced annually some 114 million 
tons of coal, of which the three industrialized or partially industrialized 
countries—Japan, China and India—accounted respectively for 41.8 mil- 
lion, 38.9 million and 28.8 million tons, or a combined share of 96 per cent. 
The war left coal production in Japan and China at very low levels, but 
in India output was higher than pre-war. Since the war, both Japanese 
and Indian production consistently increased and in 1951 were respectively 
3.6 per cent and 21 per cent above pre-war. On the mainland of China, 


2United Nations, Recent changes in production, supplement to World Economic 
Report, 1950-51, p. 64. ; 
* For detailed statistics see appendix table IV.1. 
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recovery was also rapid since 1949, and production in 1951, although onl 
69 per cent of the peak level of 56.3 million tons reached in 1942, was 
estimated to be higher than the pre-war average.* Thus the total produc- 
tion of the region in 1951 was 10 per cent higher than in 1950 and 8 per 
cent higher than in 1938. While the high level of general industrial and 
intra-regional demand was mainly responsible for the increase in the 
region’s coal output, rationalization in Japan, transport improvements in 
India and the rehabilitation programmes on the mainland of China were 
other important causal factors. Japan continued to be the leading coal 
producer and consumer of the region. 

Coal production in Japan, which had been in a sluggish state since 
decontrol in September 1949, rose with the outbreak of the Korean war 
and the subsequent industrial expansion. In spite of increased production, 
supply fell short of demand, the disparity being enhanced in February 
1951 when strikes adversely affected output. Afterwards production rose 
but coal stocks continued to diminish, from 5.6 million tons at the end of 
1950 to 3.6 million tons at the end of 1951. The heavy demand for coal 
was aggravated in particular by the expanding production of electric 
power. Production of coal advanced, reaching a post-war peak rate in 
March 1951. Output for the whole of 1951 was 13 per cent higher than 
in 1950 and 3.6 per cent higher than pre-war. 


The increased output was partly effected by the rationalization pro- 
gramme in effect since 1950. Labour productivity was steadily raised 
except in periods of strikes, from 0.387 ton per worker per day in Decem- 
ber 1950 to 0.422 ton per worker per day one year later. 


While Japan exported a substantial amount of low-grade coal to soutk 
Korea, it had to import higher grade coal from other sources, including 
the United States and India, with a growing net import. The total supply 
accordingly increased from 38.8 million tons in 1950 to 44.5 million tons 
in 1951. 


Coal supply in Japan was also partly affected by the overseas expor 
availabilities. Shipments of coal from the mainland of China became diffi 


cult during the year. Japan therefore had to increase its imports from mor 
distant sources at higher cost. 


In India, the year also witnessed a considerable increase in coal produce 
tion, mainly due to the high regional demand for coal arising fron 
the scarcity of supplies in the principal coal-exporting countries and th 
increased domestic consumption due to increased industrial activity. Th 
output of coal in 1951 was 34.9 million tons, as compared with 32.5 millios 
tons in 1950 and 28.8 million tons in 1938. Exports to Japan, Hong Kon; 
and Singapore increased because of the high level of industrial activity i 
those countries and the cessation of coal exports from the Chinese main 
land. On the other hand, exports to Ceylon, Burma and Australia declinec 
The export to Pakistan was resumed under the trade agreement betwee: 


“World Power Conference, Transactions o 
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the two countries. Shipments were also made to the United Kingdom, the 
candinavian countries and the Mediterranean ports. But shipping short- 
_ age stood in the way of increasing exports. On the whole, the domestic 
availability in 1951 greatly increased over that in 1950. Internal distribu- 
_ tion was, however, seriously handicapped by the shortage of coastal 
steamers and the inability of railways to carry sufficient volume of coal 
to distant destinations. Industries in Bengal and Bihar had ready supplies 
_ but in Bombay and in the South in particular, industries had to curtail 
_ production owing to lack of fuel at a time when stocks were accumulating 
at the mines. This situation was aggravated by two factors. First, the 
world scarcity of shipping and raised freight rates diverted part of the 
_ shipping facilities from coastal to international service, as coastal rates had 
remained at the same controlled level for some years. Second, in 1951 the 
transportation of several million tons of food imports greatly strained 
the transport system. Thus, in spite of local shortages, the stocks at the 
end of the year, which stood at 1.5 million tons in 1949, increased to 2.0 
million tons in 1950 and 2.5 million tons in 1951. The prospects of the 
Indian coal industry depend greatly upon availability of shipping space. 
_ Although the pressure on world shipping facilities was eased in early 1952, 
the need for very large food imports continued heavily to tax the nation’s 
transport. Another aspect of the Indian coal problem is the limited reserve 
of high-grade coal. According to the Five-Year Plan, the planned iron and 
steel industries will in time absorb all domestic production of high-grade 
coal; replacement of high-grade by low-grade coal in both consumption 
and export is therefore necessary. ~ 


Coal output also increased in China (Taiwan), Indonesia, Vietnam and 
_ the Philippines. In 1951, China (Taiwan) produced 1,657,000 tons of 
coal, as compared with 1,405,000 in 1950. In Vietnam and Indonesia, 
however, which before the war had sizeable outputs, production remained 
only a small proportion of pre-war. Production in Malaya and the Philip- 
pines was also below pre-war. The hitherto non-producing countries, such 
as Burma, Thailand and the British territories in Borneo, are now making 
efforts to develop their coal resources. The dearth of good quality solid 
fuel is also prompting countries of the region to extract and utilize lig- 
nites, of which many of them have relatively abundant reserves. 


PETROLEUM 


The region’s production of petroleum is concentrated in three countries : 
Indonesia, Brunei and Burma. Before the war the regional output was 
some 10 million tons per year. In 1949, the pre-war level was reached, 
and in 1950 and 1951 surpassed by 15 per cent and 33 per cent respec- 
tively. The increase continued in early 1952. There was increased output 
in Brunei but a sharp decline in Burma, where petroleum production 
remained only a fraction of pre-war. The output of Brunei increased from 
8 per cent of the regional total in 1938 to 40 per cent in 1951, when it was 
the second leading producer in the region and the leading producer in the 
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Commonwealth. In Indonesia, the leading producer in the region, rehabili- 
tation of the petroleum industry in 1951 was relatively fast and was largely 
completed by the end of the year, production regaining its 1938 level of 
7.4 million tons as compared with 6.4 million tons in 1950. One important 
factor in the quick progress during 1951 was the conclusion of an agree- 
ment between the Indonesian Government and the foreign oil companies, 
under which the exchange resources earned by these companies would 
not be submitted to the Government but would be retained for the purpose 
of rehabilitating the industry. The exchange agreement expired at the 
end of 1951, and no new arrangement has yet been reported. The year’s 
output would have been larger but for the many strikes and the shortage 
of equipment and materials, including steel. As Indonesian production 
regained the pre-war level only in 1951 when world output was more 
than double pre-war, Indonesia’s share of the world total declined to is 
per cent in 1951 from 3 per cent in 1938. It was reported, however, that 
additional oil deposits had been discovered in Sumatra and that investment 
for their extraction was in progress. 


The post-war rise of Brunei as a major oil producer is very significant 
in the world petroleum economy. Production in Brunei is entirely from 
the Seria field, which was discovered in 1929 and brought into commercial 
production in 1931. Development work made rapid progress and, by the 
time of the Japanese invasion in 1940, 157 wells had been drilled, with an 
output of over 720,000 tons a year. After the war, production was restored 
to the 1938 rate of some 0.7 million tons a year by January 1947, and rose 
to 4.1 million tons in 1950 and 4.9 million tons in 1951. Brunei’s share 
in world output, however, increased less markedly, from 0.3 per cent in 
1938 to 0.9 per cent in 1951, because of increased production in other 
countries. All the oil produced in Brunei is refined in Sarawak, where the 
Lutong refinery handles the output from both Brunei and Sarawak. The 
Miri field in Sarawak, close to the border of Brunei, is the only other field 
in British Borneo. Although opened earlier than the Seria field, the Miri 
field is now on the decline, having an output of only 50,000 tons in 1951 
as compared with a rate of 170,000 tons pre-war. In general, the British 
territories and other parts of the island of Borneo have huge mineral oil 
reserves, and there may be further great increases in output as the intensi- 
fied development activities and investment come to fruition. 


In Burma, pre-war oil production was the second largest in the region. 
amounting to about one million tons annually, or 0.4 per cent of the world 
total. Wartime destruction and post-war disturbances, however, reducec 
Burmese output to a small fraction of pre-war and resulted in a net import 
in place of the large pre-war export. Despite increases in recent years 
production in 1950 was stilleless than 10 per cent of pre-war. In 1951] 
a further increase was reported. One important development in 1951 was 
the agreement reached between the Government and the Burma Oil Com 
pany to form a new company in which the Government subscribed one-thirc 
of the capital stock. The new company has been proceeding with thi 
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~ Chauk refinery project, which will double the present refining capacity 
_ of the country. 


__In Japan the production of crude oil advanced each month until July 
_ 1951, thereafter falling due to restriction on oil drilling in the Yatsuhashi 


_ oilfield of the Teikoku Sekiyo Co. However, the annual output was still 


13 per cent higher than that of 1950. Refined oil production increased 
throughout the year under the stimulus of high demand and prices, 
particularly at the time of critical power shortage. But the refining industry 
depends heavily upon the import of crude oil, mostly from the United 
States, and this was limited by the dollar shortage as well as by short 
export availabilities overseas, especially under the impact of the Iranian | 
oil dispute in the middle of 1951. The price of petroleum in Japan has 
been controlled and its use allocated by the Government. 


In China, India and Pakistan active development has also been re- 
ported. On the mainland of China, production of crude oil in 1951 was 
23 per cent higher than the previous peak level, and new oil fields were 
reported to have been discovered in the Northwest. In China (Taiwan), 
petroleum production reached its highest level since the war. In Pakistan, 
production declined from the peak of 1950, but test wells are being bored 
in Baluchistan which may in time bring increased production. 


ELECTRIC POWER 


Although coal is the most important industrial fuel and petroleum one 
of the leading export minerals of the region, countries of the region have 
paid the greatest attention to the development of electric power, especially 
in connexion with multi-purpose river projects. Thus the growth of electric 
power in the region since the war has been relatively fast. Excluding the 
Chinese mainland, the regional output in 1951 increased over 1950 by 
7 per cent, and over 1938 by 62 per cent. The region’s total increased more 

in the first half than in the second half of the year; indeed, compared 
with the corresponding period of 1950, there was a decrease in the fourth 
quarter, mainly due to a decline in Japan and India caused by the low 
water conditions. The yearly increase was paralleled on the mainland of 
China where output in 1951 was reported to be 22 per cent higher than in 
1950, although 5 per cent lower than the previous peak level. 

Before the war, power production in Japan accounted for 25,000 million 
kwh of the regional total of about 34,000 million kwh, China and India, 
the next largest producers, having outputs of only 3,000 and 2,500 million 
kwh respectively. In 1951, Japan suffered a persistent power shortage 
due to both the abnormally low water level and the lagging of power 
development behind general industrial expansion. As hydro-power pro- 
duction was three times that of thermal electricity, water conditions largely 
determined the total power supply. The 1951 average power output was, 
nevertheless, 7 per cent higher than in the preceding year, and 62 per cent 
above that in 1938. The gap between power output and industrial produc- 
tion was only partly bridged by a shift from lighting to industrial uses, 
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and power shortage remained a bottleneck to many lines of industria 
activities.® 


In India, the output of electricity continued to increase during the yea 
until the last quarter, when the supply was sharply curtailed in th 
Bombay-Poona-Igatpuri area, owing to the effect of low rainfall on th 
Tata hydro-electric system. This created an acute shortage for man 
industries in the area, especially textiles. However, for 1951 as a whole 
India’s power output increased by 15 per cent over 1950 as compare 
with an increase of some 14 per cent in general industrial production 
The 1951 output was 232 per cent of pre-war. Under the Five-Year Plan 
a target of 1.1 million kw of new generating capacity was set, represent 
ing an increase of 62 per cent in five years over the existing capacity o 
1.6 million kw. | 


Increases were also experienced in most other countries in 1951 as com- 
pared with 1950—by some 30 per cent in Ceylon, by 15-25 per cent in 
Burma, Cambodia, Hong Kong, Malaya, China (Taiwan) and Vietnam, 
and by 5-8 per cent in the Philippines and Thailand. There was a decrease 
of 23 per cent in south Korea. Comparing the 1951 output with pre-war, 
the increase was more than threefold in Ceylon and the Philippines, more 
than double in Indochina and Malaya, and more than half in Thailand. 


* After much discussion, the utility authorities raised the power rate by 30 per cent 
in August. To deal with the critical shortage, various measures, including the promo- 
tion of private generation and mutual transmission between districts, have beer 
initiated by the Government. A five-year plan of power development was drawn uf 
which, assuming a yearly increase of 10 per cent in demand from 1951, calls for an 
increase in capacity to a national total of 44.2 thousand million kwh per annum by 
the end of the fifth year. A programme was instituted in 1951 with a goal of some 
1.6 million kw, or approximately 50 per cent of the first year target set by the 
five-year plan. 4 


CHAPTER V 


Manufactures 


__ Production of manufactures has been concentrated in Japan, India and 
China, this concentration becoming even more pronounced during 1951. 
In relation to both 1950 and pre-war levels, manufacturing capacity in- 
_ creased more in Japan than in India or China, and more in all three coun- 
tries than in the rest of the region. In most of the other countries, 
industrial recovery and development during the year was steady and 
appreciable, but the industries concerned were mainly cottage and small- 
scale industries and those processing foodstuffs and raw materials; large- 
scale manufacturing production remained relatively unimportant in the 
regional totals. 


In Japan, manufacturing output in 1951 was about 38 per cent more 
than pre-war (1932-36), and 43 per cent more than in 1950, because of 
the high overseas demand brought about by the Korean war and rearm- 
_ament programmes. The peak rate was reached in the middle of the year, 
July production being 143.3 per cent of pre-war. Production slackened, 
however, towards the close of the year due to shortages of raw material 
supplies, reductions in the special procurement programmes and in domes- 
_ tic investment, and a weakening of export demand. © 


In India, manufacturing industry increased its output by about one- 
eighth in 1951 as compared with the preceding year, and was running 
_ higher than the post-war peak (1948) and pre-war (1937). The diffi- 
culties in the supply of raw materials, especially cotton and jute, were 
somewhat eased early in the year by the agreement reached between India 
and Pakistan and by larger home harvests. However, raw materials, 
together with fuel and power supply, still constituted the major bottle- 
necks in the expansion of manufacturing industry. 


On the mainland of China, the 1951 output of most manufacturing 
industries rose. The increased production was attributed to rehabilitation 
& of damaged industrial plants, a higher level of industrial employment and 
improved labour productivity, as well as to the increased supplies of raw 
materials, fuel and machine parts despite restrictions imposed by several 
supplying countries. 

In Pakistan, the Philippines and China (Taiwan) there was increased 
production of cotton textiles, while in Hong Kong, south Korea and 
Vietnam, this industry suffered a setback. In Hong Kong, most industries 
experienced difficulties in obtaining raw materials, mainly due to the ban 
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imposed on the export of American cotton to Hong Kong and to the 
difficulties in trade with the Chinese mainland. In Vietnam and south Korea, 
industrial production remained low as a result of continued warfare. 


As light industries require less capital in relation to labour than do 
heavy industries, they have been more widely developed in the region in 
accordance with the general abundance of labour and scarcity of capital. 
Furthermore, in under-developed countries, it is easier to start a light 
industry than a heavy one as the latter requires greater skill, management, 
and technical know-how, and a wider market for its product through de- 
velopment of other industries. Even in Japan, light industries provide the 
major part of industrial output and employment. Most of the region’s 
heavy industries are located in Japan, and only to a minor extent in India 
and China. In 1951, however, heavy industries in Japan restored and ex- 
panded their production more rapidly than did light industries. Production 
of machinery and heavy chemicals was almost 100 per cent and that of 
metals 75 per cent greater than pre-war, while textiles and foodstuffs were 
about 47 and 18 per cent less than pre-war. Machinery industries in- 
creased their production by 71 per cent over the 1950 level, while textile 
production, the mainstay of Japanese light industry, increased by 36 per 
cent. This great expansion of Japanese heavy industries during 1951 was 
chiefly due to the high level of demand caused by the Korean war, the 
increased domestic investment, and the expanded re-armament programmes 
in many countries. 


In India, most of the engineering and chemical industries maintained 
steady progress in 1951, expanding rather less rapidly than textiles. As 
compared with 1950, while production of steel increased by 7 per cent, 
that of cotton yarn increased by 12 per cent, in spite of the fact that 
textile production in 1950 had been at a much lower level than steel pro- 
duction as the result of raw material shortages since devaluation. 


On the mainland of China, while the 1951 production of most light 
industries and a few heavy industries surpassed previous peak levels 
(1943 for the Northeast and 1936 for the rest of China), the output of 
some heavy industries remained much below. In the countries of Southeast 
Asia and in Pakistan, the improvement in manufacturing production was 
mostly in light industries, since heavy industries are virtually non-existent. 


IRON AND STEEL 


Japan and, to a lesser extent, India and China are the chief producers 
of iron and steel in the region. In 1938, these three countries had a com- 
bined output of pig iron and ferro-alloys of 5.2 million tons, of which 
Japan accounted for some 2.7 million tons, India 1.6 million tons, and 
China 900,000 tons. Production of steel ingots and castings amounted to 
8 million tons, of which 6.5 million tons were produced by Japan, 982,000 
tons by India and 465,000 tons by China. The production of finished steel 
was 4.6 million tons in Japan and 0.9 million tons in India. The different 
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contributions of the three countries to the combined production of iron 
and steel, especially finished steel, reflected their differing degrees of in- 
dustrial development. In 1948 and 1949, while the iron and steel production 
of India had increased substantially above the pre-war level, that of Japan 
had recovered to only one-half to four-fifths of pre-war, and that of 
China had remained at a small proportion of pre-war. This illustrates 
the retrogressive effect of the war on industrialization in Japan and China, 
_ as well as in the region as a whole, which was evident in the early post-war 
_ years. 


In 1951, production of pig iron and ferro-alloys in Japan and India 
increased substantially over 1950, when it had already surpassed pre-war 
levels. On the Chinese mainland, the production of these industries, 
although considerably greater than in 1950, still remained only 64 per cent 
of the recorded peak level. In the steel industries, all three countries also 
recorded substantial progress over 1950. The steel production of India 
had already exceeded the pre-war level in the early post-war years, while 
Japan achieved this only in 1951; at the same time, the mainland of China 
approached the previous peak level. Thus the year 1951 witnessed the 
almost complete rehabilitation of the region’s iron and steel industries. 


In Japan, although production of iron and steel in 1951 was affected 
by a power shortage in the third quarter due to low water conditions, there 
were increases of 40 per cent in pig iron, 34 per cent in steel ingots and 
51 per cent in finished steel over 1950, due mainly to the increased supply 
of raw materials and to the existence of strong demand overseas. 


These considerable increases were made possible by the expansion of 
plant started in the latter half of 1950. A production target for ordinary 
steel was fixed for 1951 at 4 million tons and later on revised to 4.5 million 
tons, as compared with the actual production of 3.6 million tons in 1950. 
Many blast furnaces were restored to operation, and the actual operating 
capacity in December 1951 was 46 per cent larger than that a year earlier. 


Actual production of finished steel continued to increase until June 
1951, that of steel ingots until July, and that of pig iron until August. 
The rate of production of pig iron in August was about twice that in 
1932-36 and almost the same as in 1940, while that of steel ingots and 
finished steel was 80 per cent higher than pre-war (1932-36). While the 
output of steel ingots remained lower than the peak of 1943, that of finished 
steel was 8 per cent higher. In the second half of 1951, production of iron 
and steel decreased due to the unfavourable market situation of secondary 
products. ; 

The raw material situation was already acute at the beginning of the 
year, and this was accentuated when imports from China (mainland) be- 
came difficult. Supplies of iron ore, however, were made up by increased 


imports from the Philippines, Malaya and the United States, and of coking 
coal by imports from the United States and India. At the end of 1950, 
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increased freight charges had become another restrictive factor, although 
~ in this respect there was some improvement later. 
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The boom after the outbreak of the Korean war was mainly due to the 
high level of exports, in which special procurements by the United Nations 
forces played an important role.t Special procurements of steel in Japan 
amounted to 220,000 tons during the second half of 1950, and of other ex- 
ports, 470,000 tons (an increase of 82 per cent over the first half of the 
year). Special procurements declined after October 1950, the total in the 
first quarter of 1951 being only 17 per cent of that in the third quarter of 
1950. The increased overseas demand after the outbreak of the Korean war 
came largely from Hong Kong and the mainland of China. Suspension 
of shipments to these areas in November 1950 greatly affected the industry 
but was afterwards offset by increased demand from North and South 
America and from Western Europe. By destination of shipments, Argen- 
tina ranked first, followed by the United States and the Philippines. The 
change of raw material import sources, combined with soaring freight 
rates, raised the cost of production, while the changed destination of ship- 
ments made selling prices less advantageous. 


Production of iron and steel continued to progress in India during 
1951 when it surpassed pre-war levels, although still below the peak level 
of 1941-42. In contrast to other industries, in which there were fluc- 
tuations in output during the year, this group of industries had an 
increasing trend of production from quarter to quarter. In the first 
half of 1950, there had been a decrease of production, but in the second 
half of 1950 and in 1951 there was a great increase. Apart from the high 
level of demand, both domestic and overseas, the improvement in coal 
supplies, the reduction in labour disputes, and a somewhat accelerated 
programme of plant replacement all helped in the restoration of produc- 
tion levels. However, the 1951 production of finished steel of 1,094,000 
tons still fell short by some 23 per cent of the peak level of 1,356,000 
tons reached in 1941-42. Production continued to be affected throughout 
the year and in early 1952 by lack of adequate transport facilities, shortage 
of certain materials such as spelter, and difficulties in procurement of 
machinery and equipment for heavy replacements. 


The. Iron and Steel Panel has estimated that the requirements of India 
in the next few years will be 214-3 million tons per annum. The various 
expansion programmes under consideration by the steel works are esti- 
mated at 440,000 to 550,000 tons per annum, which would still leave 
supplies 1-114 million tons short of requirements. The Panel recom- 
mended that this gap be filled by the setting up of a new steel works with 
an initial capacity of 500,000 tons and an ultimate capacity of one. million 
tons. If demand kept pace with its estimate, the Panel recommended the 
setting up of a second works of similar capacity. 


The iron and steel industry on the mainland of China? is concen- 
trated in the Nofttheast where the pre-war capacity was estimated at 


+See, infra, chapter IX. 


* Sources: ILO Iron and Steel Committee General R t, 19. . 7 
Yearbook, 1952 (in Chinese) ; World Yearbook, 1952 (in Chinese) eae ae 
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some 3 million tons of pig iron and 1.6 million tons of steel. The works 
in this area suffered considerable damage during the war, and the pro- 
ducing capacity of pig iron in the immediate post-war years was 75 per 
cent less than pre-war and that of steel 70 per cent less. Recovery of these 
industries has been fast during recent years, although adequate informa- 
tion on production is not available. In 1950 the production targets for 
Northeast China were put at 720,000 tons of pig iron, and 540,000 
tons of steel ingots. In assessing the latent possibilities of development in 
this area, it may be noted that in 1941 Japan planned to expand the 
annual capacity of iron and steel in Northeast China to 5 million tons. 
Production in other parts of the mainland of China was only of minor 
importance, that of pig iron in 1948 amounting to little over 10,000 tons, 
and that of steel to less than 50,000 tons. For the country as a whole, 
production of pig iron, steel ingots and finished steel in 1951 increased 
considerably over 1950, namely by 32, 42 and 79 per cent respectively. 
_ Output of finished steel in 1951 was, however, about 20 per cent below 

the recorded peak level; steel ingots approached the previous peak and 
pig iron fell short by about one-third. 


MACHINERY 


All countries of the region have small-scale metal working establish- 
ments for making and repairing tools and equipment, but high-grade 
machinery is produced on a large scale only in Japan and, to a limited 
extent, in India and China. 


Japan 

The production of modern machinery in Japan dates back to about 1890, 
when a modern machine industry began to develop around naval ship- 
building and; subsequently, general ship-building. Expansion of engineer- 
ing industries continued and was accelerated during the inter-war period. 
In 1935, the Japanese machinery industry not only produced enough for 
domestic use but, except for some items of superior quality, had an excess 
of exports over imports. During the war years, heavy industries were 
greatly expanded for munitions production, and after the war, they were 
" re-converted to peace-time production with highly developed facilities and 
expanded capacity. The machinery industry in recent years has thus 
ranked high among manufacturing industries in the country and has ex- 
berienced the greatest expansion since the Second World War. 


Japan’s production of machines in 1951 was 71 per cent above that of 
the previous year, and double the pre-war level. This great increase was 
_in response to the high level of demand arising from the Korean war, 
re-armament and increased domestic investment. In the second half of 
1951, however, production slowed down owing to a decline in world 
demand, reduced domestic investment and shortage of power. For the 
year as a whole, production of machines, although considerably greater 
than in 1950, was thus below full capacity. 
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Among the various types of machine, remarkable production increases 
were registered in 1951 in sewing machines, machine tools, and electric 
machines. Of transport equipment, ships and freight cars recorded the 
greatest increases. Production of bicycles and passenger cars almost main- 
tained the same level as in 1950. 


India 


Before the war, there were virtually no machinery industries in India 
During the war, defence needs, coupled with increasing import difficulties, 
led to the starting of such industries. By the end of the war, industries 
manufacturing such items as grinding wheels, dry cells, cables and wires 
and several other relatively light items, had been firmly established, while 
heavier categories, such as machine tools, electric motors and transformers. 
had also been started. But there were still important gaps in the industry 
as a whole. For example, there was little or no capacity for manufacturing 
such heavy items as textile machinery, road rollers, motor vehicles, boilers. 
electric generators, diesel engines, and such light items as sewing needles 
machine screws and tacks. 


Considerable progress has been made since the war. Over two hundrec 
new factories have been started, and many units have undertaken majoz1 
expansions to increase both quantity and range of products. As a result 
India in 1951 had achieved capacity for self-sufficiency in many items 
including road rollers, railway wagons, bare copper conductors, and elec- 
tric motors. Productive capacity had also been established for more thar 
twenty new items, including ocean-going ships, boilers, automatic looms 
spinning ring frames, and a number of automobile components. Produc. 
tion of diesel engines, sewing machines and power transformers in 1951] 
was respectively 7 times, 2.2 times and 2.4 times the 1948 levels. But ir 
several cases, including machine tools and insulators, production in 1951 
although greater than in 1950, fell short of the 1948 peak levels. Bottleneck 
to the expansion of machinery industries were shortages of power and o 
raw materials, especially iron, steel, and non-ferrous metals, and the 
retarded deliveries of equipment and parts from overseas since the begin 
ning of the Korean war. The setbacks in certain lines of machinery pro 


duction were also partly a result of the slackening demand on work 
markets, 


China (mainland) 


On the mainland of China, the foundations of a machinery industry wer 
laid in the Northeast during the years of Japanese occupation, especially 
during the war. Wartime destruction and post-war disturbances reduce 
production to very low levels, and only in recent years did rehabilitatios 
progress rapidly. In 1950 and 1951 output increased considerably and ; 
large number of new products were produced, including automatic looms 
electric motors and transformers. Production of automatic looms is re 
ported to have supplied half the country’s requirements in 1951, an 


‘& MANUFACTURES 69 
ne 


self-sufficiency in relation to current needs is expected to be achieved by 
the first quarter of 1952. In the first half of 1951, production of machinery 
and electric appliances, together with metals, increased by 44 per cent 
_over the corresponding period in 1950. 


CHEMICALS 


Chemical industries in the region were developed mainly in Japan, and 
to a lesser extent also in India and China, in terms of employment being 
much less important than textiles. In Japan (1951) employment in 
chemicals was only about one-half of that in textiles, in India (1949) 
one-tenth, and in China (1933) one-ninth.® 


India 


The development of chemical industries in India is of relatively recent 
origin. Most of these industries have grown up under government pro- 
_tective policies. In 1951, as indicated in appendix table V.4, chemical 
industries generally continued to increase their production as compared 
with 1950. As noted earlier, India has to depend upon imports for its 
supplies of sulphur and these were rationed out to the different consuming 
industries, priorities being accorded to basic chemicals and fertilizers. 


Production of the chemicals derived from salt, namely soda ash, caustic 
soda and chlorine, continued to increase in 1951, facilitated by the sub- 
stantial increase in India’s salt production. Expansion of production of 
caustic soda by the electrolytic process was limited by problems of disposal 
of its by-product chlorine. 


Rayon plants received government assistance in securing imports of 
wood pulp, on which the country’s rayon production is entirely dependent. 
Increased production of power alcohol was largely the result of legislation 
_ making its use compulsory as motor fuel in admixture with petrol. The 
industry has also received other forms of government assistance. 


India’s increased domestic production of chemicals made possible a 
reduction of imports of a large number of chemicals, including many 
proprietary drugs and patent medicines as well as liquid chlorine, bleach- 
ing powder, copper sulphate and sodium thiosulphate. It also permitted 
the Government to place a ban on the importation of many chemical prod- 
ucts, including sodium, potassium, sodium sulphate, calcium chloride, and 
sulphuric, hydrochloric and nitric acids. Increased chemical production 
_ has further enabled India to export a considerable number of items, such 
as glycerine, bichromates, magnesium chloride and potassium bromide, 
_ to markets including the United Kingdom and the United States. Pre- 
pared drugs and medicines have been shipped in considerable quantities 
to countries of the region. 


* Bank of Japan, Economic Statistics of Japan, 1951, p. 357. Government of India, 
Monthly ees of Statistics, December 1951. ILO, The Economic Background of 
Social Policy including Problems of Industrialization, pp. 83-85. 
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In spite of the difficulties in starting chemical industries, requiring as 
these do a number of ancillary products, India has now successfully 
established production of potassium bromide, hydroquinone, anti-tuber- 
cular drugs, anti-leprosy drugs, novitrone, etc. The fertilizer project at 
Sindri was completed and production started in October. The full capacity 
of the factory is 1,000 tons of ammonium sulphate per day. The factory 
has already established production to the extent of one-third of its 


capacity, which is expected to be reached by the middle of 1952. | 


Japan | 

Production of chemicals in Japan increased in 1951 by some 30 per cent 
over 1950, and stood at 63 per cent above the pre-war average. In relation 
to pre-war, production of heavy chemicals was on a much higher level 
than that of light chemicals, although the latter increased more rapidly 
in 1951. Chemicals fell behind machinery, metals and timber, in their 
rate of expansion in recent years, but they increased more than most 
other groups of non-durable manufactures. With the exception of calcium 
cyanamide, production of all chemicals increased, including other fer- 
tilizers, salt-based chemicals, alcohol and sulphuric acid. 


Following the general movement of Japanese industrial production in 
1951, chemical production increased considerably in the first half of the 
year, but tended to level off in the second half because of the slack market 
situation and the power shortage. Production of fertilizers was mainly 
restricted by the power shortage, while rayon and staple yarn were more 
affected by reduced export demand. Caustic soda and soda ash were 
greatly influenced by both factors. On the other hand, production of pulp 
and paper increased consistently throughout the year in response to the 
heavy demands of the domestic market. 


China (mainland) 


Compared with Japan and India, pre-war chemical production in China 
was small, although there was a large output of salt. In 1951, on the 
mainland of China, production of caustic soda, soda ash and paper was 
respectively 44 per cent, 24 per cent and 55 per cent above the previous 
peak levels, and 197 per cent, 28 per cent and 35 per cent respectively 
above the 1950 levels. Total production of chemicals increased by 90 per 
cent over the relatively low level of 1949. 


China (Taiwan) 


In Taiwan, 1951 also saw great increases in the production of chemical 
fertilizers, caustic soda, sulphuric acid and paper. Fertilizer production was 
70 per cent higher than in 1950 and more than three-and-a-half times 
greater than pre-war. Output of sulphuric acid and caustic soda increased 
fourfold and twofold respectively over the previous year, and considerably 
more Over pre-war. Paper production was 30 per cent higher than in 1950 
and twice the pre-war volume. On the other hand, production of alcohol 
decreased to half the 1950 level and was only one-third of pre-war. 
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CEMENT 


_ The chief producers of cement in the region are Japan, India and China. 
In 1938 the total production of the region, not including the Chinese main- 
and, amounted to 7.8 million tons, of which Japan accounted for 5.7, India 
14 and the rest of the region 0.7 million tons.‘ In recent post-war years, 
production of cement increased in most countries of the region. In 
1951, the region’s production, excluding that of the mainland of China, 
rose to some 48 per cent above pre-war and 36 per cent above the previous 
peak level. The relatively high rates of increase in 1950 and again in 1951 
were due to the high level of demand, arising from the Korean war and 
re-armament programmes as well as from industrial expansion. 


In Japan, production of cement in 1951 was 47 per cent higher than 
in 1950 as a result of the increased demand, both domestic and overseas, 
_and despite the power shortage from August to October. The export of 
_ cement was, however, restrained by heavy domestic requirements. In 

India, cement production also registered a notable increase, from 2.7 

million tons in 1950 to 3.2 million tons in 1951, in spite of the high cost 
_of transport—accounting for 20 per cent of total cost—and of gunny 
bags. The rate of increase in both Japan and India tended to slow down 
in the second half of 1951 in line with the downward movement of general 
industrial activity. Improvement in production on the mainland of China 
has also been rapid, output in 1951 being 7 per cent above the pre-war 
peak level, as compared with 34 per cent below in 1950. 


TEXTILES 


Textile industries, which are of particular importance to the region’s 
manufacturing production, are again concentrated in Japan, India and 
China. Before the war (1937), textiles constituted 46 per cent of Japan’s 
exports and 46 per cent and 60 per cent of the total industrial employment 

_ of India and China® respectively. 


_ Among the various kinds of textiles, cotton goods are not only the most 
widely produced but also the most important. Jute manufacturing exists 
on a large scale only in India, silk manufacturing only in China and 

Japan, and rayon and woollen industries only in Japan. 


Cotton textiles 


The relative importance of the three major producing countries in cot- 
_ ton goods production has changed greatly since the war, although recent 
trends are towards the restoration of the pre-war pattern. Thus, of the 
combined production in 1938 of 1.6 million tons of cotton yarn, 40 per cent 
was accounted for by Japan, 36 per cent by India and 24 per cent by 
China. In the reduced total production of 1.1 million metric tons in 1948, 


*1936 instead of 1938 production for Japan. 
*ILO, op. cit. 
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which was nevertheless the post-war peak year for India, the share of 
India increased to 59 per cent and that of China to 27 per cent, while 
that of Japan was only 14 per cent. The year 1951, however, witnessed an 
increase in the shares of Japan and the mainland of China in relation to 
India. 


In 1951 Japan and India exported respectively 1,060 million yards and 
760 million yards of cotton textile goods, as compared with 870 and 807 
million yards respectively exported by the United Kingdom and the 
United States. The world export declined from 7,500 million yards in 
1939 to 5,500 million yards in 1951, largely due to the fact that more 
and more areas in the post-war world have become self-sufficient in cotton 
goods. During 1951, Japan displaced India as the world’s leading exporter | 
of cotton fabrics, resuming this traditional position for the first time since 
the war, in spite of the fact that Japanese exports of cotton cloth slightly | 
decreased as compared with 1950. India dropped to fourth place, falling 
behind the United Kingdom and the United States. 


Japan 

Production of both cotton yarn and cloth in Japan increased by 40 
per cent over 1950 to 337,000 tons and 1,822 million square metres respec- 
tively. These large increases in output were mainly due to the increased 
demand from abroad, and to the relatively adequate supply of textile 
machinery and raw materials, and were achieved in spite of the shortage 
of electricity. The spinning capacity underwent a huge increase from 4.3 
million spindles at the end of 1950 to 6.4 million by the end of 1951. By 
the middle of the year, although there was a slackening of export demand, 
production continued to increase because of the improved electricity 
supply and of the suspension of governmental control over raw cotton and 
cotton products. Consumption of raw cotton showed a corresponding 
increase. Owing to dollar shortage, United States cotton consumed during 
the last months of 1951 fell to 43 per cent of total consumption as com- 


pared with 70 per cent in 1950, while that from non-dollar sources in- 
creased. correspondingly. 


Japan exported 12,247 tons of cotton yarn and 913 million square 
metres of cloth in 1951, representing an increase in yarn but a de- 
crease in cloth as compared with the previous year. While shipments of 
cotton goods were increasing during the first half of 1951, they declined 
during the second half of the year, owing to the general weakening of 
overseas demand and the increased prospective supply on world markets 
resulting from improved cotton crops in the United States. Pakistan and 
Indonesia cancelled a number of contracts for a large volume of cotton 
cloth, which had been ordered at high prices earlier in the year, and this 
resulted in a sharp decrease in Japanese cloth exports in spite of the con- 
tinued increase in output. The leading customers for Japanese textile 
goods were Pakistan (61 per cent of total exports), Burma (17 per cent) 
Indonesia (9 per cent) and China (8 per cent). : 
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India 


_ The year 1951 was a satisfactory one for the Indian cotton manufactur- 
industry. Although government control of prices, production and 
export distribution continued, prices were adjusted to market conditions. 
Production of cotton yarn and piece goods in 1951 increased by over 10 
‘per cent over 1950. Production might have been greater but for (1) the 
unexpected shortage of hydro-electricity, curtailing Bombay production by 
some 20 per cent since the first week of November 1951, and (2) the time- 
Jag in revising ceiling prices of yarn and cloth by the Government in 
accordance with the market situation. 


_ The factors responsible for the increased production included: (1) im- 
provement in cotton supply, thanks to substantial imports from the 
United States, and effective cotton control enabling the industry to get 
home-grown cotton at or near ceiling prices; (2) better prices in both 
domestic and export markets; (3) the spinning of a larger quantity of 
_ fine and super-fine cotton, giving more yardage than coarse and medium 
4 counts; and (4) absence of labour trouble, especially in Bombay, Ahmeda- 
bad, Shelapur and Coimbatore, in contrast to the situation in 1950 and 
earlier. 

Prices of cotton goods rose in the first half of 1951, but fell in the 
second half, especially for fine and super-fine goods, owing to the weaken- 
ing of export demand. When ceiling prices were adjusted downward, 
black market prices also fell. Some mills indeed had to dispose of their 
goods at below ceiling prices. 


In 1950, India had become the world’s largest exporter of cotton goods, 
shipping overseas 1,102 million yards of cloth and 85 million Ibs. of 

yarn. This record was not maintained in 1951. Increased export duty and 

_ the abolition of rebates of import duty on raw cotton were factors reducing 

_ exports, which fell from 686 million yards for cloth in the first ten 

* months of 1950 to 653 million yards in the corresponding period of 1951, 
and from 52 million Ibs. to 25 million lbs. for yarn. 


in 1950 and 1951, cotton yarn and cloth output exceeding previous peak 
levels. In the first half of 1951, production of cotton yarn increased by 
30 per cent over 1950, and that of cotton cloth by 25 per cent. Apart from 
_ the increase in employment and the building of new textile plants, there 
was a significant improvement in productivity. In most textile establish- 
“ments the output per unit of loom or spindle was reported to have in- 
"creased by 20-45 per cent in 1951 as compared with two years previously. 
_ Textile production, however, was still largely governed by the availability 
‘of raw cotton. The loss of imports from the United States was made 
good by supplies from Pakistan, and greatly increased home harvests in 
1950/51 and again in 1951/52 made possible expanded textile activity. 
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In China (Taiwan), 1951 also witnessed a great increase in cotto 
textiles over the previous year, production being 320 per cent of that 1 
1950 and 566 per cent of that in 1949. There were 950,000 cotton spindle 
and 5,392 automatic looms in the island with an annual output of 57 mil 
lion metres of cloth and 10 million kilogrammes of yarn. | 


Other countries 


Significant development of cotton textiles was also reported in othe 
countries of the region. In Pakistan, the number of cotton spindles i 
operation increased from 175,000 at the time of partition to 350,000, and 
according to the Six-Year Plan, another 250,000 spindles are expected t 
be installed. The total annual cloth production of the existing mills in 
creased to 97 million metres in 1950, as against 84 million metres in 194! 
and 81 million metres in 1948. In Ceylon, preliminary work has com 
menced in establishing a state-owned textile factory with 25,000 spindle 
and 500 automatic looms. It is proposed that one-fifth of the yarn outpu 
- of- this factory will be supplied to handlooms which have encountere: 
difficulties in getting yarn. In the Philippines, production of both cotto: 
yarn and piece goods continued to increase in the first half of 1951 t 
413,000 Ibs. and 5.4 million yards respectively. In Burma, the cottag 
weaving industry suffered from a shortage of yarn, but the situatio 
improved during the second half of the year. In May, the Governmer 
cotton spinning and weaving factory, using locally produced cotton, wa 
opened with 20,000 spindles and 200 looms. Its production is expected t 
supply 20 per cent of the country’s requirement of yarn and 7 per cer 
of cloth. In Hong Kong, the industry was confronted with shortage o 
raw cotton and competition from Japanese exports. In Indonesia, Jaf 
anese competition and strikes caused the closing-down of some establisl 
ments. At the same time, however, the Government proceeded to establis 
a spinning mill under the economic development plan. In south Korea an 
Vietnam, war and disturbed conditions continued to handicap productiot 


Jute manufactures 


India is the world’s major producer and exporter of jute goods, thes 
constituting the largest single item in the country’s export trade. Produ 
tion in 1951 amounted to 889,000 tons as compared with 849,000 tons i 
1950 and the average wartime production of 1,115,000 tons per annur 
The chief limitation to jute manufacturing output has been the shortas 
of raw materials. While demand continued high until some time in tl 
second half of the year, raw jute supply remained inadequate througho 
the whole year. In the early months of 1951, mills were operating a 421 
hours week, with 1214 per cent of the looms sealed, and in March pr 
duction was suspended completely for ten days. The situation was great 
eased with the conclusion of the Indo-Pakistan agreement, under whi 
Pakistan undertook to ship to India 350,000 bales of raw jute at a fix 
Price on a government-to-government basis, and 650,000 bales throus 
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ordinary business channels, Pakistan further agreed to export to India 
2,500,000 bales during the 1951/52 season. India in return was to supply 
12,500 tons of jute goods to Pakistan before the end of June 1951, and 
another 50,000 tons during the 1951/52 season, In the meantime, there 
vas a substantial increase in the domestic jute crop from 3,200,000 bales 
in 1950 to 4,680,000 bales in 1951. 


After India’s decontrol of jute prices in March, prices of jute goods 
ncreased sharply, and this aroused considerable consumer resistance over- 
seas. Also, the slowing-down of stockpiling resulted in a decline in 
overseas demand, and purchases by the United States, as well as con- 
sumption, tended to decline in the second half of 1951 as compared with 
the corresponding period in 1950. Besides, substitutes, such as paper and 
‘cotton bags, were gaining ground, and there was a tendency for other 
countries to set up jute manufacturing industries using raw jute from 
Pakistan. All these factors contributed to a fall in the prices of jute goods 
in the second half of 1951. In spite of these difficulties, however, the 
export of jute goods from India increased to 782,000 tons in 1951 from 
689,000 tons in 1950. With further improvement in raw jute supplies, the 
‘quantity available for export during 1952 may exceed 950,000 tons. In 
order to stabilize the internal prices of heavy goods (sackings), the export 
duty was increased from Rs.150 to Rs.350 per ton with effect from the 
beginning of April 1951. The export duty on hessians and other varieties 
remained unchanged. 


In Pakistan, there had been no jute mills until 1951, when the country’s 
first mill was opened in East Bengal. The Planning Commission has 
ecommended the establishment of four more mills. The increase in 
retained consumption of jute was reflected in the decline of raw jute 
exports in spite of increased production. The target over the six years 
of the Colombo Plan is 6,000 looms, of which one-third are expected to 
be in production by the end of 1953. 


Silk textiles 


_ Before the war, Japan was the world’s largest producer and exporter 
of silk products. About 70 per cent of the total output was exported in 
the form of raw silk and about 10 per cent in the form of fabrics, with 
the balance retained for domestic consumption. Up to 1930, silk constituted 
about 40 per cent of Japan’s total export. During the war and immediate 
post-war years, production of silk fabrics, spun yarn and raw silk declined 
greatly because of the diversion of mulberry land to food production and 
‘the large-scale dismantling of machinery. In 1951, production of silk 
fabrics and spun yarn was only 42 per cent and 29 per cent respectively 
of pre-war, and of raw silk only 25 per cent. While the output of silk 
fabric, as well as of raw silk, has tended to recover since the war, that of 
‘spun yarn has decreased since 1948 owing to a reduction in waste silk 
supply from silk reeling. The output of the spun silk industry in 1951 
was about one-fifth of that of raw silk. While raw silk is mostly for 
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export, spun silk is for the local silk weaving industry. In 1951, the 
output of silk fabrics was 159 million square yards, as compared with 
132 million in 1950 and 281 million square yards pre-war. The 1951 output 
of silk yarn was 4.6 million Ibs. as against 5.0 million Ibs. in 1950 and 
12.4 million lbs. before the war. 


The export of silk fabrics also declined, from a pre-war average of 
7.6 million square metres per annum to 5 million in 1950 and 3.9 million 
in 1951. The decline of exports in 1951 occurred mainly during the second 
half of the year, when there was a general reduction of demand for tex- 
tiles overseas. From a long-term point of view, the production and export 
declined more for raw silk than for silk fabrics, as the former is more 
affected by the rise of synthetic substitutes.®° In the United States, the 
chief importer of silk goods, raw silk has been largely replaced by nylon 
in the hosiery industry, but demand for silk fabrics has been substantially 
restored. 


In China, the silk industry also declined sharply during the war years 
as a result of the Japanese occupation policy of uprooting the industry in 
favour of growing more food. It has been estimated that 63 per cent of 
the reeling capacity in China was scrapped between 1943 and 1945, and 
silk production and export declined correspondingly. In 1950 and 1951, 
partial recovery of both raw silk and silk fabrics production was reported. 


° The degree of displacement of silk by synthetics is revealed by the fact that in 1946 
the share of synthetic silk in the total output of hosiery in the United States was only 
4 per cent as compared with 76 per cent in 1950. 
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CHAPTER VI 


Fluctuations in Export Earnings 


GENERAL VIEW 


_ The commodity pattern of trade generally reflects the production pat- 
tern. As most countries in the region are primarily producers of foodstuffs 
and raw materials, they are also exporters of such commodities and im- 
porters of manufactured goods. Generally speaking, Burma, Indochina 
(Cambodia and Vietnam) and Thailand are rice exporting countries, 
while the British Borneo territories, Ceylon, Indonesia, Malaya, Pakistan 
and the Philippines are raw material exporting countries. Rubber, however, 
also accounts for a significant part of the exports of Indochina and Thai- 
land, while tea is one of Ceylon’s major exports. Furthermore, copra and 
- coconut oil are also partly used as foodstuffs. India’s commodity structure 
_ of exports is more diversified, its principal export goods consisting of tea, 
raw materials and manufactured goods, such as cotton and jute manu- 
factures, nuts and oils and raw cotton. Hong Kong, being an entrepét, 
has an export commodity structure which has virtually no relation to its” 
_ production pattern. Thus, most countries of the region are not only ex- 
porters of primary goods but also have a large part of their exports 
concentrated in a few commodities. 


During 1951, as a result of the unusually drastic changes in prices of 
many internationally traded commodities, the export earnings of the 
region experienced fluctuations to an extent unprecedented in postwar 
_ years. While the total export earnings of ten countries of the region’ 
increased to $4,400 million in the first half of 1951, which was more than 
double the amount in the corresponding period of 1950, i.e., the half year 
immediately before the outbreak of the Korean war, they fell by one-fifth 
to $3,400 million in the second half of 1951. As most countries. in the 
_ region are exporters of a few primary products whose supply is generally 
_ inelastic during a short period, the extraordinary demand and price fluctu- 

ations of these commodities in international markets during 1951 were 
undoubtedly the principal cause of the large fluctuations in their total 
' export proceeds. ; 
The price movements of raw materials exported from the region during 
1950 and 1951 showed two fairly distinct phases, with early 1951 as the 
- i dochina (Cambodia, Laos and Vietnam) 

eg rs he Be ee es Ee the Philippines, and Thailand. 


ina and Japan will be dealt with separately. Data for British Borneo, Nepal and 
_ south Korea are either incomplete or not available. 
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turning point. Before this point, prices of raw materials had gone through 
a strong upward movement stimulated by speculative buying in anticipation 
of an outburst of exceptionally heavy demand, especially from the United 
States Government in connexion with stockpiling and military require- 
ments. In February and March 1951, owing mainly to a strengthening of 
United States policy in regard to the control of prices, imports, and dis- 
tribution and use of certain raw materials, prices of raw materials in the 
world market dropped sharply, especially for the region’s exports such as 
rubber, tin, copra, coconut oil and hemp. 


The price movements of the region’s foodstuff exports, on the other 
hand, were not affected by the export boom to the same extent as raw 
materials and showed a different trend during 1950 and 1951. Prices of 
rice and sugar rose steadily throughout this period, being relatively low 
during the first phase and continuing to rise during the second. The price 
of tea even showed a generally downward trend throughout the whole 
period. 


The divergent price movements of foodstuffs and raw materials, as well 
as the widely spread price changes among individual raw materials them- 
selves, produced uneven changes in the export earnings of individual 
countries in the region, depending on the particular commodity structure 
of their exports. 


Of the ten countries of the region under review, India is the major 
exporter of manufactured goods with cotton and jute manufactures as its 
principal exports. Thus, in the case of India, export earnings were affected 
not only by changes in the prices and quantity of raw materials exported, 
but also, substantially, by the prices and exportable surplus of these two 
manufactured goods. These, in turn, were determined chiefly by the 


availability of raw materials and by the competing needs of the home 
market. 


Although the export earnings of the region (ten countries) fluctuated 
widely during 1950 and 1951, declining considerably in the second half 
of 1951, the export earnings of the region in the whole year of 1951 were 
still mtich higher (44 per cent) than those in the previous year, as many 


prices of principal export commodities, although falling, still stayed at 
relatively high levels. 


In the following sections, the causes and course of raw material price 
fluctuations in relation to demand and supply during the above-mentioned 
two phases will first be dealt with, followed by an analysis of the effects 
of the divergent movements of prices and exports of principal commodities 


on the export earnings of various countries and of changes in the direction 
of exports. 


RAW MATERIAL BOOM AND ITS ABATEMENT 
First phase—strong upward movement of demand and prices 


The upward movement of raw material prices may be traced back to the 
devaluation of many currencies in late 1949. The stimulus of devaluation, 
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which coincided with a revival of economic activity in the United States 
after the slight recession of 1949, generated an increase in the United 
States demand for imported raw materials. With an increase in prices 
and demand, production and export of raw materials from the region, 
especially rubber, tin, copra and coconut oil, which were less affected by 
seasonal factors or natural conditions than cotton and jute, also expanded. 
_ Production and export of rubber from the region increased slightly up to 
February 1950, and rapidly thereafter along with the substantial rise in 
price. In the case of tin metal, there was also a rapid expansion in the 
volume of export in the first half of 1950.2 


After the outbreak of the Korean war, there was a sudden and abnormal 
increase in demand for and prices of raw materials, largely resulting from 
government purchases for stockpiling and rearmament, especially in the 
United States. However, the initial sharp rise of raw material prices after 
mid-1950 was due less to the actual purchases for stockpiling, than to the 
expectations of rising prices and scarcity, aroused by pronouncements as 
to future military and stockpiling requirements, which inspired heavy 
anticipatory and speculative buying on private account. Although the 
stockpiling objective of the United States was raised from $4,900 million 
at the beginning of 1950 to $8,600 million at the end of 1951 (in prices 
as of 30 June 1951), new commitments for purchases for strategic stock- 
pile- were very little higher in the second half of 1950 than in the first 
half of the year. The peak rate of buying was not actually reached until 
the first quarter of 1951.8 


The heavy buying of raw materials by private business was motivated 
not only by prudence in maintaining ample stocks for industrial use, but 
also by speculative hoarding in anticipation of even higher prices, abso- 
lutely and relatively to that of other commodities. The increase of economic 
activity in the United States, resulting directly and indirectly from rearm- 
ament both before and after the outbreak of the Korean war, was also an 
important factor in the increased buying of raw materials. It should also 
be borne in mind that the United States emerged during the post-war years 
as a considerably larger importer of a number of important raw materials 
than it had been during the nineteen-thirties. This was a result both of the 
increase in its industrial requirements for raw materials, owing to higher 
production, and of the failure of its domestic output of many raw materials 
to keep pace with such requirements. These trends have tended to enhance 
the already high relative importance of United States requirements in the 
world demand for imports of a number of primary commodities. The total 
value of imports of commodities, mostly raw materials, from the region 
into the United States in the second half of 1950 was about 45 per cent 
higher than in the first half of the year. Among them, rubber and allied 
products accounted for about 80 per cent of the total increase (see appen- 
dix table V1.4). 


2 Economic Bulletin for Asia and the Far East, Vol. I, No. 2, pp. 11-12. 
* United Nations, World Economic Report, 1950-S1. 
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In response to the substantial increases in demand and prices, produc- 
tion and exports of raw materials from the region also increased, either 
from existing stocks or from expansion of current production utilizing 
previously unused capacity and resources and unemployed labour. In the) 
case of tin metal, the increase of 25 per cent in exports in the third| 
quarter of 1951 came largely from previously accumulated stocks in) 
Malaya, as there was only a slight expansion of production. Exports of 
rubber and copra and coconut oil from the region in the third quarter also) 
increased to a high level, being 30 per cent and 50 per cent eee i 
above the pre-Korean-war level. In this case, the increase was made} 
possible by an expansion of production. | 


Production of some agricultural raw materials, however, such as cotton 
and jute, depends mainly on natural conditions, and the possibilities of 
expanding output within a short period are limited. Other raw materials, | 
such as rubber, copra and coconut oil, and tin, although less affected by) 
natural conditions, also offer rather limited possibilities of expanded pro-| 
duction in the short period. It was precisely at the time when the region’s| 
productive capacity of many raw materials was stretched to its utmost 
limit that a huge amount of purchasing power was poured in from coun-| 
tries outside the region on account of government stockpiling. In the first: 
quarter of 1951, the United States stockpiling purchases reached their 
peak rate, being nearly five times the level of the preceding six months. 
The United Kingdom in early 1951 also announced that £143 million had 
been included in the budget for stockpiling purchases during the fiscal 
year ending 31 March 1952, as compared with £13 million for emergency 
purchases of food and raw materials in the previous fiscal year. Owing 
to the short-period inelasticity of production of raw materials, the sudden, 
huge and unusual upward shift of non-economic demand resulted in a 
steep rise in prices, with little increase in the volume of exports. The 
quantity of exports of tin metal from the region even fell substantially 
since the third quarter of 1950 by reason of the exhaustion of previously 
accumulated stocks and the already full utilization of existing productive 
capacity. The quantity of exports of rubber, although still maintained at a 
high level, tended to decrease after the second quarter of 1951. By con- 
trast, prices of raw materials in the first quarter of 1951 rose to record 
heights, that of rubber being 240 per cent higher than in the first half of 
1950, the half year before the Korean war; that of tin, 125 per cent; 


copra and coconut oil about 40 per cent, and jute and hemp, 35 per cent 
(see table 20). 


Second phase—sharp decline since early 1951 


The extraordinarily high prices of raw materials gave rise, in the 
United States, to dissatisfaction with increased cost of procurement and. 
in other countries, to complaints of being deprived of essential supplies. 
Early in 1951, there was a sudden revision of the United States stockpiling 
policy. The rate of stockpiling was reduced, consumption and inventorie: 
of civilian industries were put under stricter control, and price ceilings 
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were established. In particular, emergency measures were introduced wi 

the specific aim of bringing down the prices of rubber and tin. Meanwhile 
commercial demand, both legitimate and speculative, tended to fall off a 
international tension was somewhat relaxed. Also, after the first quarte 
of 1951, there appeared in the United States an over-all easing of demand 
excessive supplies of many consumer goods, a levelling-oft of wage an 
price movements, and a slowing-down in the expansion of industrial pr 

duction. These factors, coupled with the resistance of consumers to hig 
prices of finished goods and their earlier accumulation of considerabl 
stocks of durable goods, caused a reduction in demand for raw material 
from civilian goods industries. Just as the addition of huge unusual de 
mand on international markets produced a commodity boom, the sudde 
drop, in its turn, caused a sharp fall in raw material prices and was 

primary cause of the rapid reduction of export earnings of the ra 
material exporting countries in the region. 


Early in December 1950, the United States Government had announced 
that it would centralize imports and distribution of natural rubber and 
natural rubber latex, and that it would allocate required amounts to the 
stockpile and re-sell supplies to industry. It also restricted the use of natural 
rubber for civilian purposes and, as a result, world consumption of natura! 
rubber during 1951 was about 12 per cent less than in 1950. In April 1951. 
the United States Government approved a plan to place synthetic rubbez 
production on a capacity basis, and there was subsequently a substantia! 
increase in world consumption of synthetic rubber to more than one-thirc 
of the total amount of rubber used in 1951.4 


Early in April, Malaya instituted a destinational control of rubbers 
export, and the flow of rubber to the mainland of China was banned, thu: 
limiting the buyers’ competition and increasing the supply of rubber te 
the rest of the world. Exports from British territories to the Sovie 
Union and certain Eastern European countries were licensed. The Unitec 
States also announced that it would cut off economic aid to countrie 
shipping strategic materials to the USSR and allied countries. 


All these factors contributed to the fall in the price of rubber sinc 
February 1951. In June, the price of rubber in Singapore was abou 
one-third below the peak level reached in February, and in the thir 
quarter the volume of rubber exports from the region was reduced b: 
one-fifth. The uncertainties regarding the future demand for natura 
rubber in the United States and the increased production and use of syn 


peerce a caused a further fall of rubber prices in the fourth quarte 
) ; 


In February 1952, however, supplies of natural and synthetic rubbe 
being then ample for all civilian and military purposes, the United State 
Government relinquished control over imports of natural rubber. Th 


“United Nations, Review of International Commodity Problems, 1951, p. 30. 
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Government’s announcement, at the same time, that the United States 
would not accept certain low grades of rubber® was particularly serious for 
smallholders in the region. In Indonesia, about 65 per cent of rubber 

production comes from smallholders, who produce mainly lower grade 
rubber, and about 90 per cent of total exports of lower grade rubber is 
exported to the United States. Thus, in Indonesia, a large stock of lower 
_ grade rubber was accumulating in the harbours in early 1952 for which 
new markets would have to be found. 


In April 1952 the United States Government announced that the con- 
trols on the use of natural rubber which had been in effect for eleven 
years, were lifted because supplies of natural and synthetic rubber were 
now ample for all civilian and military purposes. In freeing natural rubber, 
the United States Government stated that it would allow consumption of 
synthetic rubber to fall to 510,000 tons a year, compared with present 
total consumption of 775,000 tons. However, the reduction of the ob- 
ligatory level of consumption does not mean that the American industry 
will necessarily take so much more natural rubber. The National Pro- 
duction Authority considers it unlikely that synthetic consumption will 
drop to the minimum level; in any case, there will be some delay 
because of the technical difficulties of switching back to natural rubber. 
Whether or not American industry will take advantage of the opportunity 
to use more natural rubber will depend largely on how its price compares 
_ with that of synthetic. At present the synthetic GR-S, at 23.5 cents US a 
pound, is about 13 cents US a pound below the world price of natural 
rubber. This difference in price may cause manufacturers to go on using 
synthetic for many products. So long as GR-S is kept at this low price 
there seems little prospect of any really marked improvement in the 
natural rubber market. 


In the case of tin metal, a setback to the extraordinarily high prices 
took place in the middle of February 1951 when the United States Gov- 
ernment put an end to its stockpiling of tin metal and adopted a series of 
control measures. As a result, tin prices in the third quarter fell by 35 
per cent from the peak of the first quarter, and tended to remain at this 
lower level. In March 1951 the Government became the sole importer of 
tin and placed its supply to domestic users under allocation. Certain uses 
of tin were prohibited or limited, restrictions were set on the use of tin 
plate, and controls were introduced over consumers’ stocks. Thus con- 
sumption of tin metal in the United States in 1951 was about 10 per cent 
lower than in 1950, while total consumption in all other countries ( exclud- 
ing the USSR) remained about the same. The Reconstruction Finance 
Corporation (RFC), which acts as the agent of the American General 
Services Administration in buying tin for stockpiling, has been in control 
of the American tin market. For a time the RFC was content to follow 
the world market but since June it has adopted a policy of cutting the 
domestic price in order to influence the course of tin prices on the 


5 Lower than R.S.S. No, 1 and R.S.S. No. 2. 
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world market. Late in June, it rapidly reduced its price for grade A 
tin from $1.36 per Ib. to $1.18, $1.11 and finally $1.06. The United States 
price was reduced further to $1.03 in August, and remained at this level 
until the end of 1951. In the United States, justification for this action was 
based on the steep increases which had occurred in the price of tin. On the 
other hand, in Indonesia, one of the major tin producing countries of the 
region, it was felt that the benefits from United States aid might be wiped 
out by the action of the United States Government in lowering the price 
of one of the basic commodities upon which the country’s foreign ex- 
change earning power depends. 

Imports by the United States of tin metal from Malaya dropped from 
45,000 tons in 1950 to 2,600 tons in 1951, or by 94 per cent as a result 
of a decision by the United States Government to stop all purchases of 
tin from that source. At the same time, the United States approached 
Thailand for direct supply of tin ore. Thailand agreed to this and also 
to supply more tin ore than hitherto, in fulfilment of mutual arrangements 
between the two countries. 

In January 1952, however, the United States agreed to buy 20,300 tons 
of tin metal from the United Kingdom at $1.18 per pound, f.o.b., and 
the price of tin in the United States was increased to $1.215.° 


Although other raw materials were not subject to such drastic emer- 
gency action by the United States Government, they were affected by the 
reduced rate of stockpiling purchases and by stricter control of civilian 
consumption and inventories as well as price ceilings in the United States. 
In July 1951 it was announced that the competing requirements of the 
defence programme had necessitated a generally slower rate of accumula- 
tion of a number of essential materials and that short-term procurement 
targets had been established. These targets were not considered to affect 
the ultimate stockpile objectives but to reflect the efforts needed to expand 
supplies and to contract consumption in the next year or two. Contracts 
for stockpile purchases accordingly fell by one-half to about $300 million 
between the second and third quarters of the year.’ 


Furthermore, demand for raw materials from civilian industries in the 
United States, either for current consumption or for inventory, was sub- 
jected to stronger controls. Following the introduction of a series of 
partial controls early in 1951, existing restrictions were tightened and new 
ones added during the course of the year. Limitations on inventory 
accumulation were followed by the establishment of priority assistance to 
defence and essential uses. Since the middle of the year, an increasing 
number of materials were under allocation. The use of certain scarce 
materials for less essential purposes was progressively curtailed by restric- 
tion orders and some uses of scarce materials were prohibited. At the 
same time, the general tightening of credit in the United States served 
to discourage further inventory accumulation. Finally, the domestic 


* Ibid. pp. 38-39. 
‘World Economic Report, 1951. 
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price ceilings, first established in January 1951 for a number of important 
internationally traded commodities, tended to discourage imports of these 
- commodities. 

_ For these reasons, beginning in the second quarter of 1951, United 
States imports of raw materials declined substantially from the peaks 
reached in the preceding two quarters; andthe prices of raw materials 
_ in the world markets were held in check. Moreover, supplies available in 
international markets to the rest of the world increased. European imports 
of a number of scarce raw materials, which had fallen in 1950, rose 
during 1951 and stocks, which had been run down at the end of 1950 and 
in the early months of 1951, showed improvement. 


The decline of United States’ imports from the region between the first 
and second halves of 1951 was 23 per cent, of which the proportional re- 
_ ductions of tin, sugar, vegetable fibres and manufactures, and oil seeds 
were especially striking (see appendix table VI.4). 


Changes in the prices and exports of some other individual commodities 
may be mentioned. In the case of hemp (abaca), changes in United States 
demand were also an important factor affecting its price and export, 
although to a lesser degree than in the case of rubber and tin. The price 
and exports of hemp® shared the general rising tendency since the out- 
break of the Korean war. In early 1951, because of increasing economic 
activity and acceleration of government, stockpiling, price and exports 

increased further. In the Philippines, which accounted for over 90 per 
cent of world supply of this hard fibre, exports outstripped production 
and stocks were reduced, although production also increased substantially. 
_ The United States, which accounts for about one-half of the world im- 

ports of hemp, increased its imports from the Philippines by 40 per cent, 
in spite of a concurrent increase in its imports from United States 
Government-financed plantations in Central America. Imports into the 
United Kingdom doubled and those into Japan increased substantially. 
Although showing a substantial improvement over 1950, the trend of 
trade in hemp during the greater part of 1951 was downward and prices 
declined. While supply was increasing, commercial demand was subsiding, 
the impact of defence expenditures being rather less than had been 
expected. In the United States, where steps had been taken earlier to 
curb speculative purchases of hard fibres, price regulations were relaxed 
in November in order to encourage imports. In other countries, trade 
was adversely affected by dollar shortage. Although there was still ample 
scope for increased production, output was contracting toward the end 
of the year in face of diminishing demand. Offtake for strategic stock- 
piling, which apparently accounted for 6—7 per cent of hard fibres output 
in 1951, may provide some degree of market stability which would en- 
courage revival. On the other hand, the dollar shortage seems likely to 
continue to limit demand for hemp on the part of the United Kingdom 
and other countries. Also, it is likely that world hemp supplies may be 


_*Information relating to hemp supplied by FAO, 
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augmented and United States requirements more fully met by expansion 
in the Central American plantations. 


In the case of other raw materials, such as copra and coconut oil and 
cotton, the influence of the United States was felt, directly or indirectly, 
on the side of supply as well as on that of demand. The crops of cotton 
in the United States, a major world producer, together with related con- 
trol measures, undoubtedly affecte dthe world prices and exports of cotton. 
The crop of cotton seeds, a by-product of cotton, and its oil, which is a 
substitute for coconut oil, also affected the demand for and prices of 
copra and coconut oil. Prices of copra and coconut oil, which rose in the 
first quarter of 1951 to a peak of about 35 to 40 per cent higher than the 
pre-Korean-war level, declined subsequently and, in the second half of 
1951, even fell below the pre-Korean-war level by 10 to 15 per cent 
because of an expansion in output and a decline in demand. Production 
and exports of copra and coconut oil in almost all countries of the region 
increased considerably during the second half of 1951. On the other hand, 
the easing of international tension and the heavy stocks tended to reduce 
current demand. In the United States, the demand for soap and other 
products containing coconut oil was very much reduced, and inventories 
in the hands of processors were already abnormally high. Meanwhile, 
another year of bumper crops for vegetable fats and oils, including cotton 
seeds and soybeans, was in prospect in the United States. In the Philip- 
pines, exports of desiccated coconut registered a sharp decrease in 1951. 
This was due to the fact that, early in January 1951, desiccated coconut 
was listed as a price-controlled item in the United States, 98 per cent of 
whose supply comes from the Philippines. The United States ceiling 
price for this product was in fact set at a figure below the point where the 
manufacturer could make a profit and, after vigorous representations by 
the affected parties, it was removed from the controlled list in May. Other 
factors which contributed to the decline in exports were the overstocking 
of the American market from large carry-overs in 1950 and a decline 
in demand. 


The price of cotton rose very steeply after the outbreak of the Korean 
war, due not only to the increase of speculative demand and of actual 
consumption, but also to the short world supply. World consumption of 
cotton, which had been quite stable during the post-war period, expanded 
greatly with the outbreak of the Korean war, reaching a record total of 
6.7 million tons (excluding the USSR) in 1950, Meanwhile, there was 
an exceptionally large demand for raw cotton, owing to military orders 
and widespread anticipatory buying in face of rising prices and possible 
future scarcities. On the supply side, the 1950/51 cotton crop had been 
substantially lower than in the preceding season, principally because of 
the reduction of more than one-third in the United States’ production 
resulting from reduced acreage and somewhat lower yields. World stocks 
were reduced to the lowest level since the war, and prices rose sharply, 
reaching new post-war heights in early 1951. The rise was less rapid in 
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the United States than in other markets owing to the fact that in Sep- 
tember 1950 the United States Government instituted controls over cotton 
exports and in February 1951 established maximum domestic prices for 
‘cotton.® In Pakistan, the price of cotton in the first quarter of 1951 was 
80 per cent higher than the pre-Korean-war level. Early estimates of a 
large 1951/52 crop, heavy accumulation of cotton textiles, decreased con- 
sumption, and the relaxation of the United States’ export control of cotton 
in September 1951 combined, however, to cause declines in cotton prices 
n all markets in mid-1951. These price declines were much steeper in 
markets outside the United States. In Pakistan, in the third quarter, the 
price fell by about one-fourth from the peak level. In order to maintain 
exports, the Pakistan Cotton Board announced in-early September the 
tTesumption of forward trading and the reduction of export duties on 
cotton, for short staple desi varieties, from Rs. 300 to Rs. 100 per bale 
of 400 Ibs., and for other staple types of cotton from Rs. 300 to Rs. 180 
per bale. By October, however, disappointing crop reports were again 
exerting an upward pressure on cotton prices, which rose in most markets. 


‘ 


_ Jute presents a different case. While Pakistan accounts for practically 
‘the whole of the world’s exportable supply of raw jute, India is the largest 
net importer and consumer. However, owing to the trade deadlock result- 
ing from the different policies adopted by the two countries regarding 
‘devaluation, the export of raw jute from Pakistan to India had been at a 
very low level since late 1949. Only during April—September 1950, under 
a makeshift short-term trade agreement, was trade in raw jute between 
he two countries somewhat increased. The price of raw jute in Pakistan 
‘during 1950 was thus very stable before September and even dropped 
during the fourth quarter of 1950, failing to share in the generally rising 
trend of raw material prices after the outbreak of the Korean war. In 
early 1951, following the settlement of the exchange-rate problem and 
the conclusion of a new trade agreement between India and Pakistan, 
jute prices in Calcutta were decontrolled and the price of jute rose vio- 
ently, there being also rapid advances in other centres. By June, prices 
n the different markets were in adjustment and the peak was reached. 
The average price during the second quarter of 1951 in Pakistan was 
about 130 per cent higher than the pre-Korean-war level. Prospects of 
considerably larger jute crops, however, brought about a decline in prices 
as the 1951/52 season opened. In the fourth quarter, the price fell by 
about 40 per cent from the peak level, but thereafter remained fairly 
Stable, being still about 45 per cent higher than the pre-Korean-war level. 


CHANGES IN EXPORT EARNINGS IN DIFFERENT COUNTRIES 
The importance of commodity structure of exports 


The commodity boom during late 1950 and early 1951 and its sub- 
sequent abatement affected the export earnings of countries in the region 
very unevenly, not only because of the divergent price movements of 


* United Nations, Review of International Commodity Problems, 1951. 
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Chart 2 (continued) 
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individual export commodities, but also because of differences in the 
commodity structure of the exports of individual countries. As indicated 
- in chart 2, the larger part of the exports of every one of the nine coun- 
_ tries shown, except India, is concentrated on a few primary commodities. 


The uneven price movements of the principal export commodities can 
be seen from the upper part of chart 2, which indicates comparisons 
within each country as well as between individual countries. The pre- 
dominant effects of the price movements of a few export commodities on 
the general unit value index of all exports and on the foreign exchange 
earnings of raw material exporting countries can also be clearly seen 
from the upper and middle parts of the chart. It also seems clear from 
the middle part of the chart, that, while the increase of total export earn- 
ings of raw material exporting countries during the second half of 1950 
was due both to the rise in general export price levels (as shown by the 
unit value index of exports) and to the increase in the volume of exports 
(as shown by the quantum index of exports), the increase of total export 
earnings during the first half of 1951 was chiefly due to the continued rise 
of export prices rather than to an increase in the volume of. exports, 
indicating a state of full utilization of productive capacity in response to a 
heavy increase of demand. In the Philippines, however, the volume as 
well as the price of exports continued to increase. The decrease of export 
earnings of raw material exporting countries in the second half of 1951 
= was due chiefly to the fall of export prices, again with the exception of 
_ the Philippines where a declining volume of exports was an equally im- 
portant factor. During the commodity boom, prices of raw materials 
generally rose much more than those of foodstuffs and manufactured 
+ goods. After the first two months of 1951, however, when they fell, prices 
of manufactured goods and rice continued to rise or remained at the same 
levels. Thus while during the boom the raw material exporting countries 
benefited more than the rice exporting countries and India, they also 
suffered more when the boom subsided. 


Mya get 


Ame an 


Raw material exporting countries 
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Among the raw material exporting countries, Malaya and Indonesia, 
the two major exporters of rubber and tin, and Pakistan, the major ex- 
porter of jute and cotton, realized exceptionally high gains 1n contrast to 
Ceylon and the Philippines. Thus the increase in the export earnings of 
Malaya, Indonesia and Pakistan during the first half of 1951, compared 
with the corresponding period in 1950, accounted for one-half of the 
increase of the export earnings of the region (i.e., the ten countries 
specified), while the decrease in the export earnings of Malaya and Pakis- 
tan from the first half to the second half of 1951 was more than one-half 
of the decrease of the regional total. In the Philippines, the principal 
exports, copra and coconut oil, sugar and hemp, the price and volume of 
exports of all of which increased during the boom period, produced a 
relatively moderate increase of total export carnings. In Ceylon, tea 
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exports declined gradually throughout 1950 and 1951, and the increase of 
total export proceeds during late 1950 and early 1951 was mainly due 
to the rapid increase in respect of rubber and the moderate increase in 
respect of copra and coconut oil. 


The raw material exporting countries, in addition to those listed in 
table 21, include also Sarawak, Brunei and North Borneo, whose principal 
exports are petroleum and rubber. The total value of exports of Sarawak 
in 1951 increased by more than one-third over that in 1950, mainly because 
of the considerable increase in the exports of petroleum and petroleum 
roducts. Sarawak imported crude oil from its neighbour, Brunei, and 
refined it for re-export, mainly through Singapore. The total value of 
exports of British Borneo in 1951 increased by 23-per cent over 1950, 
mainly because of the considerable price rise of rubber, the principal 
export commodity of the colony.?° 


= 


Rice exporting countries 


_ As mentioned earlier, the course of changes in the prices and exports 
of foodstuffs during late 1950 and throughout 1951 was different from 
that experienced by raw materials. Foodstuffs were not directly affected 
by the commodity boom. In the case of rice, the price rose steadily during 
1950 and 1951, reflecting the increase of money demand. It continued to 
acrease throughout 1951, in contrast to the steep fall in raw material 
prices. 


Export prices of rice*t have in fact increased steadily throughout the 
post-war period, although there have been occasional setbacks in cases 
where the exporting countries required payment in hard currencies. 
‘Because of differences in quality, grades and consumer preferences, the 

<port prices of rice of different origin are not strictly comparable. In 
recent years a significant proportion of rice entering international trade 
has been subject to bilateral trade agreements under which a given quan- 
tity of rice has been exchanged for specified amounts of consumer or 
capital goods. Such trade agreements have tended to grow in number and 
“scope since the termination of international allocation recommendations by 


Value of total exports and exports of principal commodities in North Borneo and 
‘Sarawak is shown in the table below: 


Exports of North Borneo and Sarawak 
(Million Malayan dollars) 


North Borneo 1950 1951 
PA Oren er Perec err ei 92 114 
Ce OR rtd eo na Ra 60 a6 
SO Fig na patch OR RM 10 
Sarawak 
fA Mee ese Po esa ea hes a6 nes session dtesisess ese 369 501 
Produce of cultivated land and manufactures of 
(largely rubber) ........---sceccoseccccesserssecess 130 158 
Minerals (largely petroleum and petroleum products)..... 231 


? ‘ a Exports of domestic products only. 
_™ Based on information supplied by FAO. 
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the FAO Rice Committee at the end of 1949. Under these conditio 
export prices quoted in different countries have lost some of their st 
nificance for purposes of international comparison. 


In 1951, government-to-government contracts were concluded at £44. 
(sterling) per ton, f.o.b. Rangoon for Small Mills Specials, 42 per ce 
brokens, which is Burma’s principal export quality. This compares wit 
the price of £39.3 per ton in 1950, £37.4 in 1949 and £33.8 in 1947, F 
1952 shipments, the prices have reportedly been raised to £50. Expo 
prices of Thailand rice, of which 85 per cent has hitherto been exporte 
on government-to-government contracts, have, since 1948, followed th 
same general trend as in Burma. In announcing its new rice export polic 
the Government of Thailand recently indicated its intention to raise th 
export prices of rice for 1952 shipments by 7-8 per cent above th 
1951 levels. 


Among the rice exporting countries, Burma virtually stayed out of th 
raw material boom. Since the war, production of minerals and petroleun 
in Burma has been very adversely affected by insurgent activities, an 
exports have been at a negligible level. Rice exports accordingly accounte 
for more than 80 per cent of the total value of Burma’s exports (se 
chart 2). Burma’s large exports during the first half of 1951 were thu 
mainly due to the larger volume of rice export, which was made possibl 
by the increase in rice production, the carry-over of stock from th 
previous year, the greater seasonal availability and the fulfilment o 
bilateral trade agreements and bulk-selling contracts. 


In contrast to Burma, in the other rice exporting countries of th 
region, Indochina and Thailand, raw material exports—rubber in Indo 
china, and rubber and tin in Thailand—accounted for a significant part o 
total export earnings. This part of export earnings increased considerabl 
during the period of commodity boom when the price increase of rubbe 
and tin became much higher than that of rice. The changes in the tote 
export earnings of these two countries during 1950 and 1951 were, there 
fore, chiefly a combination of divergent changes in rice and rubber an 
tin exports. From chart 2, it can be seen that the total value of rubbe 
exports from Indochina during the second half of 1950 and the fir: 
quarter of 1951 increased rapidly, being even double that of rice export 
Meanwhile, the volume of rice exports also increased substantially, mainl 
because of the increase of rice production, the greater area under goverr 
ment control and the improvement of inland transportation. In Thailanc 
the combined share of rubber and tin exports in the total value of es 
ports also increased, almost equalling that of rice exports in 1951. Tha 
land’s export of rice remained generally stable, apart from an exceptional] 
high level in the first quarter of 1951 and a rather low level in mid-195 
These fluctuations were not, however, in any way associated with tk 
raw material boom and recession. The heavy export of rice in the fir. 
quarter of 1951 was mainly due to the availability of new crops for fu 
filment of rice contracts and newly concluded bilateral trade agreement 
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yhile the low export in the middle of the year was chiefly due to the 
ing-up of canals which affected transportation of paddy to Bangkok. 


In India, after the partition, there was a change in the structure of 
trade reflecting changes in the pattern of production. The share of raw 
materials was reduced on the export side but was increased on the import 
side, mainly because the land area under cotton and jute is largely in 
Pakistan territory. On the other hand, the share of manufactures (chiefly 
cotton and jute manufactures) increased on the export side but decreased 
on the import side. 


Thus, the former degree of equilibrium between the production pattern 
and the trade structure was disturbed and a readjustment appears 
_ mecessary in order to achieve both internal and external equilibrium. 
During the “transitional period”, many problems already presented them- 
selves. For instance, because of food shortage, India had to increase the 
import of foodstuffs or to grow more food within the country, or both. 
An increase in food imports necessitates an increase in the exports of 
manufactured and other goods if the balance in international payments is 
_ to be maintained. In order to increase the exports of manufactured goods, 
more raw materials, especially cotton and jute, are required. However, 
the implementation of the “grow-more-food” programme would attract 
land and other resources away from the cultivation of agricultural raw 
Materials into that of foodstuffs. Although an increase of raw material 
_ imports might meet the requirements of the manufacturing industries, it 
- would not solve the problem of balancing international payments, at least 
_ during a short period. Furthermore, exports are competing with internal 
consumption. In recent years, because of the limited possibilities of ex- 
panding production and the large internal demand for consumption, 
exports of cotton goods had to be restricted by quota. The possibility of 
increasing exports of manufactured goods to finance more food imports 
was thus reduced. In any case, there is a limit to the extent to which exports 
can be restricted not only because of the need to pay for imports but also 
to maintain existing markets abroad. In short, the export policy of India 
is determined by three major factors: (i) the quantity of goods required 
inside the country for domestic consumption and industrial use (in the 
case of raw materials), (ii) the quantity necessary for maintaining India’s 
existing markets abroad and (iii) the necessity of balancing imports. 


In 1950 and 1951, India’s export earnings, following generally the 
trend of export earnings in raw material exporting countries of the region, 
_ increased sharply during the raw material boom but fell drastically after 
its abatement. However, the fluctuations were not so wide as in Malaya, 
Indonesia and Pakistan, and the causes of the changes were more complex 
n in the case of the raw material exporting countries. 


' As can be seen from the middle part of chart 2, the effects of changes 
in the quantum of exports in the case of India, as distinguished from the 
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raw material exporting countries, were generally more important tha 
the fluctuations of export prices. This was chiefly because, during t 
commodity boom, the prices of manufactured goods did not rise as muc 
as those of raw materials, while the prices of those raw materials whic 
India exported did not generally rise so much as those of rubber and ti | 
The principal raw materials exported from India whose value increase’ 
conspicuously were oils and seeds, cotton, non-metallic minerals and gums 
resins and lac. Except for cotton, the prices of these commodities had nc 
risen so high as those of rubber and tin. Thus, in India, the considerabl 
increase in export proceeds from raw materials during late 1950 an 
early 1951 and their sharp fall since mid-1951 were due more to chang 
in the volume of exports (in response to changes in external demand 
than to the changes in export prices. 


Exports of manufactured goods accounted for more than one-half o 
India’s total exports. Of the exports of manufactured goods, cotton anc 
more importantly, jute manufactures accounted for about 80 per cen’ 
During the second half of 1950, exports of both increased moderatel} 
due partly to increased volume and partly to a rise in prices. In the firs 
quarter of 1951, there was a further considerable increase in the export 
of cotton manufactures due mainly to an increase in volume. Jute manu 
factures, however, declined, chiefly because of shortage of raw jute 
Subsequently, in order to maintain domestic consumption, exports of cot 
ton manufactures were severely cut, while exports of jute manufacture 
enjoyed a spectacular increase as a result of the greater availability o 
raw jute following the conclusion of the Indo-Pakistan trade agreemer 
and of the steep rise in its price arising from the decontrol of jute i 
March. However, the increase in exports of jute manufactures was nc 
enough to offset the decline in exports of cotton manufactures, with th 
result that there was a decrease in India’s total exports of manufacture 
goods in the third quarter of 1951. 


The return of free markets in jute saw an abnormal increase in th 
price. of both raw jute and jute goods which continued for nearly tw 
months. The United States, however, which is a major buyer of India 
jute goods, was abstaining from the market, following the Government 
announcement early in the year that it was going to fix ceiling prices for a 
commodities. At the same time, destinational control by the Indian Gov 
ernment prevented the mills from selling their goods to soft currenc 
areas where they could have realized higher prices. As a result, prices ¢ 
hessian and twills declined. Prices rose to slightly higher levels by tt 
end of May, when the United States ceilings were announced at a ley 
just below the market rates then ruling, Meanwhile the Indian Gover 
ment, on appeals from the industry, had revised the destinational quota 
and this gave an opportunity to the industry to reduce its stocks. Tt 
announcement of the United States’ ceilings for hessians changed tl 
sentiment of the jute goods market. In anticipation of the pent-up demar 
for jute goods, prices once again soared, This abnormal rise, brougl 
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about by speculative tendencies, increased consumer resistance in the 
United States, with the result that demand fell off considerably. 


India’s high export duties, which had been increased from Rs. 750 per 
ton to Rs. 1,500 per ton of hessian, had a similar effect. Indeed, it became 
increasingly evident that the high export duty acted as an encouragement 
o other countries to expand their existing jute manufacturing units or to 
open new ones. In addition, the high prices of Indian jute goods stimulated 
‘intensive research into substitute fibres. All these factors contributed to a 
fall in India’s exports of jute manufactures in the second half of 1951. 
The Government accordingly reduced the export duty by one-half. This, 
together with regular and greater availability of raw jute from Pakistan, 
should facilitate increased production and exports. However, this will, of 
ng also depend on overseas demand, especially that in the United 
tates. 


In contrast to jute manufactures, the level of exports of cotton manu- 
factures was conditioned chiefly by the desire to satisfy domestic con- 
_ sumption needs. India, in recent years, had emerged as one of the largest 
<porters of cotton textiles in the world. In 1951, however, its exports 
encountered a setback. This was a direct result of the high level of exports 
in the previous year which had reduced the availability of cloth and yarn 
for internal consumption to dangerously low levels. In April 1951, the 
availability of cloth (both mill-made and handloom) per capita was esti- 
mated at only 9.7 yards for the fiscal year 1950/51, as against 12.6 yards 
in 1949/50 and the pre-war average, for the sub-continent, of 16 yards. — 
_ consequently, the Government placed drastic restrictions even on business 
_ which had already been booked. This put the mills and exporters in an 
_ awkward position, as they could not meet their obligations to importers in 
other countries. Firm contracts for hundreds of millions of yards with 
overseas buyers had to be cancelled. Even in the case of those contracts 
_ which were not cancelled, delivery dates had to be extended by periods 

_ ranging from six to eighteen months. 


By the end of January 1951, export orders booked by mills and ex- 
porters aggregated nearly 1,200 million yards, as compared with the 
- Government’s intended limit of 800 million yards and with the 1,100 
million yards exported in the whole of 1950. In face of the threat of a 
cloth and yarn famine in the country, the Government decided to limit 
_ exports to a maximum of 840 million yards over a period of 18 months, 
by restricting the quantity which a mill could pack for export every month 
out of its production. 


Export duty was another measure adopted for controlling exports, 
through “cost” restriction. In India, the export duty of 10 per cent 
ad valorem on coarse and medium counts of cotton was re-imposed at the 
end of February 1951, as the profit-margin on those exports was con- 
sidered very high owing to the low controlled prices at which Indian mills 
were able to buy home-grown cotton. In early June the export duty was 
raised to 25 per cent but, by then, the bulk of the permitted exports for 
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the year had been completed and the seller’s market in cloth was gradually 
yielding place to a buyer’s market. 


The total value of India’s exports of cotton textiles was also affected 
by changes in their prices, which, in their turn, were closely related to 
changes in the prices of raw cotton. In the first half of 1951, prices of 
cloth and yarn went up sharply, the increase being particularly steep in 
the case of fine and superfine goods. In contrast to this trend, there was 
a fall in the prices of the latter varieties during the second half of the 
year, following the downward trend of foreign cotton. 


The downward revision of fine and superfine cloth prices early in the 
third quarter, coupled with the possibility of a further reduction in prices 
in the fourth quarter, resulted in an accumulation of stocks of high-priced 
goods. On the other hand, the prices of coarse and medium counts did not 
show much change. Generally speaking, India’s export earnings were less 
influenced by changes in the prices of cotton textile exports than by 
changes in their volume. 


Although changes in exports of tea—another major export of India— 
during 1950 and 1951 followed a course similar to those of raw materials, 
the causes were different. The increase in the total value of tea exports 
was mainly due to increases in the volume exported which, in the fourth 
quarter of 1950 and the first quarter of 1951, were largely seasonal. 


To sum up, the increase in India’s export earnings after the outbreak 
of the Korean war until early 1951, as well as the subsequent decrease, 
were due more to changes in the volume of exports of manufactured 
goods than to fluctuations in export prices. The changes in the volume of 
exports were in turn affected mainly by the availability of raw materials 
and the need to maintain domestic consumption. 


Hong Kong 


In the case of Hong Kong, the increase in exports in the first half of 
1951 was chiefly due to heavy purchasing by China (mainland), in antici- 
pation of commodity shortages in the world market. The subsequent sharp 
decrease was mainly a result of the embargo enforced by the United States 
and Hong Kong itself with respect to the mainland of China. 


DIRECTION OF EXPORTS 


The decline in exports of the region (ten countries) between the 
first and second half of 1951 occurred in all directions except the United 
Kingdom and other sterling area countries outside the region, notably 
Australia, New Zealand and the Union of South Africa. The reduction of 
exports to the United States was the largest, accounting for 28 per cent 
of the total reduction during the second half of 1951. The major factors 
responsible for this reduction were the decrease of governmental and 
commercial demand. In the second half of 1951 exports of all groups of 
commodities from the region to the United States (as listed in appendix 
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table VI.4) were reduced, especially jute and other fibres and their manu- 
factures, oil seeds, sugar, spices, tea, nuts and vegetable oils, rubber, tin 


_ and non-metallic minerals. Next in importance was the reduction of intra- 
_ regional exports, which accounted for 24 per cent of the total reduction; 


it included a substantial reduction of entrepét trade associated with the 
abatement of the commodity boom. The decrease of exports to Western 
Europe and Japan was also considerable; the 50 per cent decrease of 
exports to Japan was especially striking, although the absolute figure was 
not large. 


The increase of exports to the United Kingdom during the second half 


_ of 1951 was mainly due to the need for replacing inventories depleted in 


4 


the previous year. The increase occurred mostly in exports of rubber, 
seeds and oils and jute manufactures (see appendix table VI.4). 


As a result of the decrease of exports to North America and of the 
increase of exports to the United Kingdom in the second half of 1951, 
the share of exports of the region to North America was reduced from 
20 per cent to 18 per cent while that to the United Kingdom increased 
from 13 per cent to 18 per cent. This, as will be shown later,’ affected 


the payments pattern of the region (especially the sterling area countries 


of the region) as well as that of the United Kingdom. 


Notwithstanding the decrease in the total exports of the region during 
the second half of 1951, exports during the year as a whole increased. 
Exports to the United Kingdom increased by 78 per cent over 1950, mainly 
from India, Malaya and Ceylon. Exports to Japan increased by 74 per 
cent, mainly from Thailand (rice), Pakistan (raw cotton) and Indonesia 
and Malaya (rubber). Exports to Western Europe and sterling area coun- 
tries increased slightly above the average. In the former case the increase 
was in respect of exports of rubber and tin from Indonesia and Malaya 
and cotton and jute from Pakistan. Except in the case of Thailand, there 
was a considerably lower than average increase in exports to North 
America, and in the case of Ceylon, Hong Kong, Pakistan and Indochina, 
there were absolute reductions. 


® See infra, chapter VIII, “Balances of Trade and Payments”. 
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CHAPTER VII 


Expansion of Imports 


CAUSES OF THE EXPANSION 


_ The total value of imports of ten countries in the region, after a setback 
in date 1949 and in 1950, increased sharply in 1951 to $7,000 million, 
_ 50 per cent above the previous year’s level. This represented a third stage 
of changes in the region’s imports during the post-war years. In the first 
stage, i.e., from the end of the war to the end of 1948, imports of the 
region, in response to pent-up demand, increased rapidly, serving to 
reduce inflation and speed up rehabilitation and reconstruction. Exports 
_ being low on account of the slow recovery of production and transport, 
_ this increase in imports was made possible by the foreign balances accumu- 
lated during the war, United States aid, and the reduction in payments 
for foreign indebtedness and foreign investment yields. During the second 
stage, i.e., from 1949 up to late 1950, imports of the region stopped ex- 
panding and there was even a substantial reduction in the early part of 
1950. This was partly because the bulk of pent-up demand had been satis- 
fied and partly because foreign exchange reserves, especially dollars, had 
been reduced to a low level; consequently, stricter restrictions were 
imposed on imports, especially from the dollar area. The increase of 
imports since mid-1950 ushered in the third stage. 


Many factors were responsible for the general increase in the total value 
of imports of most countries in the region during this third stage, of 
which the most important was the sudden and large increase of export 
earnings, especially in late 1950 and early 1951, which enabled these 
countries to finance a larger volume of imports in response to increased 
_ needs. Renewed pent-up demand for imports had resulted from the import 

‘restrictions, necessitated by the earlier deterioration in the balance of 
_ payments position, which had led to inventories of imported goods becom- 
ing abnormally low. In addition, the fear of an extension of the Korean 
war and the operation of rearmament programmes in the supplying coun- 
tries led to anticipation of rising import prices and freight rates and of 
future shortages of commodities and shipping space. The fear of “too 
much import” from the viewpoint of safeguarding the balance of payments 
position was replaced by a fear of “too little import” to ensure sufficient 

supplies. This prompted both private business and governments to increase 


_ *This chapter deals with the same ten countries as covered by chapter VI, “Fluc- 
__ tuations in Export Earnings”. 
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imports as quickly as possible and as far as foreign exchange was avail- 
able. Most governments accordingly relaxed import controls. The increase 
in money incomes generated by the export boom and the expansion of 
economic activities in export and related industries also increased the 
demand for imports of consumer as well as producer goods. Inflation, 
generated by the export boom and other factors,” was an additional reason 
for many governments to increase imports, in this case as a measure to 
reduce inflation by its impact on both supply and effective demand. 


With increased foreign exchange resources permitting increased im- 
ports, relaxation of import controls, which had served as the principal 
means of maintaining balance in international payments in the post-war 
years, enabled more goods to flow in. This continued even after the abate- 
ment of the export boom, when the export earnings of most countries in 
the region declined sharply in the second half of 1951. The balance of 
payments of several countries of the region accordingly tended to record 
deficits or greatly reduced surpluses. In order to safeguard foreign ex- 
change reserves, there were already signs towards the end of 1951 of a 
re-tightening of import controls, as, for example, in the Philippines. Such 
reduction of imports was facilitated by the fact that inflation was slowing 
down as a result of the abatement of the export boom. 


These developments serve to emphasize the fact that changes in import 
controls during the post-war years have become a part of the mechanism 
by which many countries of the region, whose export earnings have been 
directly affected by violent fluctuations in external demand for primary 
commodities, can in some measure mitigate the impact of such fluctuation 
on their balance of payments. Indeed, the low level of foreign exchange 
reserves in relation to the magnitude of the necessary changes in the 
balance of payments has made it difficult, if not impossible, for these 
countries to allow the price and monetary mechanism to work itself out 
freely in achieving international equilibrium, especially when this could 
only be done at the expense of inflation, unemployment and/or capital 
flight on a large scale. Moreover, it is doubtful whether, with a fixed single 
exchange rate, the price and monetary mechanism alone could bring about 
external equilibrium, since the foreign demand for the export goods of 
most countries of the region is subject to changes in accordance with the 
fluctuations in their national incomes or non-economic factors, irrespective 
of the price adjustment, and the international prices of such goods are 
not always directly related to the cost of living. 


RELAXATION OF IMPORT RESTRICTIONS AND ITS EFFECTS 


Methods of relaxation of import restrictions 


It is difficult to ascertain the exact degree of the relaxation of import 
restrictions in different countries. Logically, it would seem that those 
countries which gained most from the raw material boom would also relax 


* See chapter XII on “Inflation and deflation”. 
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OO 
their import controls to the greatest extent. However, other factors must 
also be taken into account. Firstly, governments have different views about 
the adequacy of their foreign exchange resources and the prospects of 
international markets, as well as different attitudes toward long-term 
trade policy. For example, Ceylon reduced its import restricticns very 
considerably in 1951, although its increased foreign exchange earnings 
were probably no greater than those of, say, Malaya or Indonesia in rela- 
tion to the balance of trade. Secondly, political and monetary links also 
came into the picture. Thirdly, import control was closely related to foreign 
_ exchange rates. The adjustment of foreign exchange rates from an over- 
valued position toward an equilibrium rate, either partially or completely, 
would automatically make possible a relaxation of quantitative import 
_ restrictions. The imposition of foreign exchange tax in the Philippines 
and the introduction of a new import certificate in Indonesia, for example, 
in effect meant a downward adjustment of the effective exchange rate of 
_ their currencies in respect to imports. In connexion with this and for 
other reasons, import restrictions in both countries were further relaxed. 
Fourthly, some governments were cautious in relaxing import restrictions 
on account of the need to protect local industries and national traders. 
_ This was especially the case in Burma, Ceylon, Indonesia and the Philip- 
pines. Finally, countries would like to conserve some of the foreign 
exchange accumulated to meet future needs for economic development. 


Z 
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These factors influenced governments in varying degree in making 
_ changes in their import control policies. The principal forms of import 
control relaxation introduced in 1951, especially in the first half of the 
year, were as follows: 


(1) To allow more commodities, including non-essentials, to be im- 
ported freely either from soft currency areas alone or from both soft and 
hard currency areas, e.g., by placing them on “open general licences” in 
t sterling area countries, on the “free list” in Indonesia, and on the “decon- 

trolled list” in the Philippines ; 

' (2) To increase quota and/or monetary ceilings for commodities sub- 
ject to import licences and to extend import licences to cover more cur- 
> rency areas; 

(3) In a few cases, to allow hitherto prohibited commodities to be 
imported in limited quantities ; 

(4) To improve and simplify the procedure of import licensing or that 
of obtaining foreign exchange for imports, e.g., in India, Indonesia and 
the Philippines. 

Ceylon lifted almost all its import restrictions during 1951 by adopting 
the first of the above forms. The main reason for this action, which was 
supplemented by relaxation of restrictions, was the desire to lower the 
cost of living, taking advantage of the substantial positive balance of pay- 
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ments position. It had been both urged by the Central Bank and suggested 
by the International Monetary Fund.* 


A large number of commodities imported from both soft and hard cur- 
rency areas were accordingly added to the open general licence, under 
which no individual import licences were required. Early in January 1951, 
the open general licence for imports from all countries except Japan was 
expanded to cover forty additional items.* Import licences for many items, 
both essential and semi-essential, were also extended to cover more 
currency areas. Furthermore, from 1 June onward, the Government of 
-Ceylon permitted importation from all sources under individual licence 
of a number of items previously importable only from Commonwealth 
countries.® 


The most important relaxation was introduced in early July when it 
was announced that import control had been removed with immediate effect 
on all except a few items which would remain under licence on account of 
restrictions in the exporting countries or of the need for protection of 
local industries. The import of non-essential and luxury goods from dollar 
sources, including Japan, was, however, still restricted. 


A wide range of essential and semi-essential consumer goods, from both 
dollar and non-dollar sources, were thus freed from any form of control. 
They included mostly processed foodstuffs and certain fuel oils. The need 
to encourage the building industry in order to ease the housing shortage 
was responsible for the lifting of control on imports of building materials 
and accessories. As a further incentive to the rehabilitation and develop- 
ment of plantations and to the increased local production of food, import 
restrictions were relaxed on most kinds of fertilizers, agricultural ma- 
chinery etc. Import restrictions on electrical machinery, industrial machin- 
_ ery, machine parts and tools, were also removed so as to encourage the 

industrial development of the country. In order to ensure the regular and 
economic working of the several thousand handlooms in the country, 
cotton yarn and twist were accorded similar treatment. Restrictions on 


other imports essential to the plantations and to Ceylon’s export produc- 
tion were also removed.® 


In India, the relaxation of import control mainly took the second of the 
forms mentioned above, namely increased quota and/or monetary ceilings 
and extension of the period covered by import licences. In March it was 


* The International Monetary Fund, in its reports to the Conference of the Con- 
tracting Parties to the General Agreement on Tariffs and Trade at Torquay, suggested 
that it would be feasible for Ceylon, among a few countries, to begin a progressive 
and cautious relaxation of “hard currency” import restrictions. 

__. Including preserved milk, gas oil, lubricating oil, diesel oil and mineral oils, fer- 
tilizers, machinery and parts, and drugs and medicines. 


manufactured tobacco, certain ki iri . 7 
factures. , kinds of spirits, and jute manu 


*Items in this category included acetic an 


: d formic acid, tea and rubber i 
machinery, tea chests and metal fittings for t a i ghatig 


ea and other chests. 
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announced that the value of licences for January—June 1951 was to be 
doubled and their period of validity extended to the end of the year. The 
object was to complete the bulk of import licensing for the whole year 
1951 in the course of the following three months. In June, the import 
control was further relaxed for the period July-December 1951. The face 
_ yalue—already doubled—of all licences which had been issued for the 
period January—June 1951, received a further automatic increase of 10 
_ per cent of the original face value, in view of the general rise in prices 
of all goods. In the case of certain commodities of which, because of the 

increase in demand as well as in prices, the imports available were not 
_ considered sufficient to meet the country’s requircinents even after the 
__ above-mentioned concessions, the Government decided to issue supplemen- 


_ tary licences. 


New licences were issued for those commodities for which the doubling 
of the January—June licence was not permitted. Actual users, who either 
_had not applied for licences during January—June 1951 or who had ob- 
_ tained licences which, in spite of the concessions, had proved inadequate 
_ for their requirements, were given fresh licences on the basis of current 

prices. 


In addition to these measures, the Government reduced the scope of 
import restrictions. Licences for imports from soft currency areas were to 
be granted in respect of certain new items, including iron and steel, diesel 
engine parts and certain foodstuffs. Certain other items were to be freely 
licensed.* Certain articles, for which there were no import quotas during 
January—June 1951, were to be licensed on a quota basis from soft cur- 

_ fency countries, and imports of certain other articles, which could for- 
-merly be obtained only from soft currency countries, were permitted from 
_ any source. 


In August, it was decided that imports of American cotton and soft 
currency cotton would be freely licensed on the evidence of prior sale to 
mills. A limited quantity of imports was also to be licensed even without 
such evidence. In addition, the procedure and administration of import 
licensing were simplified and improved in order to speed up the issue of 
licences. 


In Burma, the relaxation of import restrictions during 1951 was almost 
entirely limited to imports from soft currency areas, as the increase of 
foreign exchange earnings came mostly from these areas. Besides the 

_ thirty-three commodities already added in late 1950 to open general 
licences applicable to all countries “except Canada and American account 
countries, there were added eleven more items in early May, nine in June, 
and fourteen in August. The most important item, imports of which were 
liberalized toward the end of 1950, was cotton yarn and textiles; other 
_ items accorded such treatment in 1951 included chemicals, printing papers, 


4s ™Among these were iron and steel, certain non-ferrous metals, spare parts of ma- 
_chinery required for replacement, insulating materials, drugs and tonics, printing 
paper, cotton twist and yarn of 80 counts and above, and soda ash. 
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agricultural implements, machinery and parts, fuel oil, mineral oil, and 
vegetable oil. 


In Pakistan, the open general licence policy was liberalized in 1950, 
207 items being added to the list during July-December. It was the first 
time that certain essential items, namely, iron and steel and their products 
and all types of machinery, were allowed to be imported from all sources, 
including the dollar area, without special licences. Low-quality cloth was 
placed on open general licences from the Non-American Account Area and 
Japan, (the latter source being the cheapest), with the result that these 
varieties of cloth became available to the public at a price of one to two 
rupees per yard, as compared with three to four rupees per yard previ- 
ously. Similarly, essential items like drugs and medicines, rubber, milk 
and milk products, were placed on open general licences from the Non- 
American Account Area. In 1951, in connexion with the settlement of the 
exchange rate problem and the conclusion of a new trade agreement with 
India, many commodities were, in March, placed under open general 
licence for India, including food items, drugs and medicines, soaps, paints, 
sewing machines, and handloom cloth. In June, the scope of open general 
licences was further enlarged by including cotton cloth valued up to 
Rs.1/8 per yard and imported from all sources except the dollar area. 
The main object of the new import policy was anti-inflationary. 


Unlike Burma, Malaya relaxed its restrictions on many imports from 
hard currency areas. This was possible because Malaya, having con- 
tributed a great amount of dollars to the sterling area dollar pool, was 
able to obtain more dollar allocations from the pool than previously. More 
items were added to the free list of imports from hard currency areas in 
January, February and August, including sulphuric acid, nitric acid, 
potassium chlorate, wire and wire products, tin plate, aluminium sheets, 
cement, wheat flour, paper, and refrigerators. Many other items, like 
paper and paper products, automobile spare parts and accessories, the 
import of which was formerly prohibited from hard currency areas, were 
put instead in the category of “restricted” imports. Many commodities 


from Japan were also licensed freely in August, including textiles, bicycles 
and a number of luxury goods.§ 


In the Philippines, the policy of liberalizing import controls began in 
late 1950 by the transfer from the Import Control Administration to the 
Price Stabilization Corporation (PRISCO) of the authority to license the 
importation of twenty-six*commodity items and groups; it was further 
pursued during the first half of 1951 on account of the strengthening of 
the balance of payments position and in order to check rising prices. The 
import restrictions of the Philippines provide for no difference in treat- 
ment as between hard and soft currency areas as the Philippine peso itself 
is hard currency. In late March, upon the recommendation of the Monetary 
Board of the Central Bank, quantitative restrictions on essential drugs, 


: , 
ieee ce gramophones, cameras, watches and clocks, fountain pens, cigarette 


We dry 
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medicines and medical supplies were completely lifted and, in early April, 
_ the PRISCO was given authority to import, without quota allocation, six 


important categories of foodstuffs, including rice and flour, in such quan- 
tities as might be found necessary and through such channels of trade as 
could supply the goods in the quickest possible time and at the most 
advantageous prices. The importation of these commodities was also ex- 
empted from the foreign exchange tax of 17 per cent which had been 
introduced in March. Again, in May, nineteen groups of essential com- 
modities, including textiles, machinery, chemicals and fertilizers, hitherto 
subject to restrictions, were removed from quota allocation and placed 
on the list of “decontrolled” items in a further attempt to arrest the rise 
in prices of these commodities and to discourage speculation and hoarding. 


The relaxation of quota restrictions was accompanied by a liberal allo- 
cation of funds from the foreign exchange budget. Thus, during the first 
quarter, upon the advice of the Monetary Board of the Central Bank, the 
PRISCO issued licences for imports of newly decontrolled commodities, 
to the amount of $8.1 million, in addition to a total of $116.3 million cer- 


_ tified for other imports by the Monetary Board. Thus the total exchange 


made available was $124.4 million, this being $6.4 million more than that 
certified for all imports in the previous quarter. In the second quarter, 
the total amount of licences granted for “decontrolled” items increased 
considerably to $254.8 million, in addition to the Central Bank’s certifica- 
tion for “controlled” imports of $105.2 million. However, many of the 
licences granted during this period were not used until later, when they 
were submitted for revalidation and extension. 


The second half of 1951 witnessed some reversal of the policy of liber- 
alization, due to excessive importation of goods freed from controls, to 
the desire to protect local production, and to a decline in foreign exchange 
reserves. In late August, a fourth category, “goods the import of which 
is completely banned”, was added to the former categories, 1.e., “com- 
pletely decontrolled” goods, “controlled” essentials, and “controlled” non- 
essentials. Items in. this new category included frozen chicken, bacon, 
beans, fresh fish and eggs, which it was believed were produced in sufh- 
cient quantities locally. Meanwhile, the number of “decontrolled” items 
was reduced from nineteen to only six. In line with this change in import 
policy, and because of the decline in foreign exchange reserves, the 
Monetary Board authorized for the second half of 1951 a total amount 
of $213.9 million for controlled imports, that is to say, a sum slightly 
lower than that in the first half, and, for “decontrolled” items, only $11.9 
million, as compared with $262.9 million in the first half of 1951. 


Indonesia, which had already added more items to the “free list” and 
had increased quotas for certain commodities in the third quarter of 1950, 
again added more items to the “free list” early in 1951, Goods on the 
“free list” may be imported in any desired quantity. In mid-March, imme- 
diately after the introduction of the foreign exchange certificate system, 
cotton yarns and medicines were placed on the “free list’, and when this 


¢ 


110 INTERNATIONAL TRADE AND PAYMENTS > 
ee eee 


experiment proved satisfactory, the “free list” was further extended in 
May, July and November. Meanwhile, the price control on imported goods 
was also liberalized, imported goods, with a few exceptions, being no 


longer subject to price limitations or price calculation schemes and the | 


importer being free to establish his own selling prices for such imports. 


Besides adding to “free list” imports, the Indonesian Government also 
facilitated the expansion of imports by introducing a new import certifi- 
cate in March 1951 in addition to the old certificate. This was different in 
three respects from that introduced in March 1950. First, unlike the old 
certificate, the new certificate was not for sale by exporters; it was created 
by the Government and sold, for its account in the Foreign Exchange 
Fund, via the foreign exchange banks. Second, under the two certificate 
systems, there were different foreign exchange rates applying to imports. 
Under the old system, the effective foreign exchange rate, including the 
price of the old import certificate which was 200 per cent of the official 
selling rate, was 300 per cent of the official selling rate. In using the new 
certificate, the effective foreign exchange rate was 300 per cent of the 
official selling rate plus another 200 per cent of the official rate, the total 
being the price of the new certificate; that is, 500 per cent of the official 
exchange rate. Third, the rate of 500 per cent of the official exchange rate 
can be used for all imports, with the exception of goods in the protected 
category, i.e., those reserved for small Indonesian importers. In practice, 
however, no import of goods which have been placed on the “free list” 
takes place at this rate, since the Government has undertaken to issue for 
these goods, without any restriction, import licences which can be settled 
at 300 per cent of the official rate. Thus, in effect, the import rate of 500 
per cent is applicable to the imports of those goods which are not covered 
by the “Import Plan” or to those which, although covered by the Plan, 
occur to only an insignificant extent. Goods in the latter category may be 
imported under a government licence on the basis of 300 per cent and, 
without such licence, on the basis of 500 per cent. As the 500 per cent rate 
was very close to the black market rate of foreign exchange, the free supply 
of foreign exchange for imports at this rate made import controls un- 
necessary. Moreover, the sale of the import certificate not only had a five- 
fold deflationary influence, but, through its contribution to government 
revenue, greatly assisted the Government in reducing the budget deficit. 


The effect of relaxation of import restrictions 


As a result of the relaxation of import restrictions by countries of the 
region, imports in the non-controlled category generally increased. In 
Burma, owing to the expansion of “open general licences”, private im- 
ports in this category increased from 28 per cent of the total value of 
imports in 1950 to 50 per cent in 1951. Meanwhile, the total value of 
imports: increased by about 30 per cent (see table 23). 


i In the Philippines, owing to the fact that more goods were put on the 
decontrolled list”, imports of “completely decontrolled goods” in 1951 
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Table 23. Burma: imports by control categories* 


(Million rupees) 
Percentage changes 


Salt hee 1951 in 1951 as compared 
. Amount Percentage Amount Percentage with 1950 
BMMRETIVALC <2... 00.cccccaee 450 88 $38 82 8 AN) 
e Open general licence .. 146 28 328 50 225 
Mee Lacensed ..........,.. 304 60 210 32 — 31 
> MOveCNMen’ 22...) 5.50. Bhs 42 120 _18 + 103 
ToTaL 509 100 658 100 + 29 
3 Source: Union Bank of Burma, Annual Report, 1951. 
i 8 Actual payments. 
_ increased by 49 per cent over 1950, while total imports increased by 40 
_ per cent. The main increases were in the milk and canned fish group, 
_ which together constituted about 84 per cent of the total value of the 


decontrolled category. Imports of essential consumer goods under control 


__ also increased more than the average increase of all categories of imports 
_ in 1951. As the major items in the category were rice and wheat flour, 
_ the Government’s policy of lowering the cost of living was clear. The 
_ category of imports which increased most was non-essential producer 
_ goods, consisting mainly of cotton piece goods, raw coffee, and leaf 
___ tobacco used for local industries. 

e. 

a Table 24. The Philippines: imports by control categories 

yy 
. (Million pesos) 

{ Percentage 
-. 1950 1951 increase in 1951 
o Amount Percentage Amount Percentage over 1950 
_ Completely decontrolled 
Mie gocds ...............-- 50.9 * 75.7 8 48.7 
= Controlled goods ......... 618.9 90 869.5 OT. 40.5 
ste Pre FIA ISS sinw nx nite oe 398.5 58 555.4 58 39.4 
= Producers’ goods ..... 314.6 46 432.5 45 37.5 
2. Consumers’ goods .... 83.9 12 122.9 13 46.5 
=  Non-essentials ......... 220.4 32 314.1 33 42.5 

y Producers’ goods ..... 96.1 14 153.3 16 59.5 
4 ‘Consumers’ goods .... 124.3 18 160.8 17 29.4 
Completely banned goods*.. 15.1 baz Ie 5 ee 2.6 
TOTAL 684.9 100 960.7 100 40.3 


en 


Source: Central Bank of the Philippines, Annual Report, 1951. 
® The totals against this item are accounted for by the fact that some of the bans 
in question were not in force throughout the whole year. 


In Malaya, import licences issued in Singapore for hard currency coun- 
tries in 1951 increased by 300 per cent in value over 1950, These licences 
¢ were chiefly for manufactured goods and the largest increases occurred 
in respect of textiles, M$140 million, followed by vehicles, M$43 million, 


_ and iron and steel manufactures, M$23 million.® 


* Information supplied by the Government. 
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Table 25. Malaya: value of import licences issued 
for hard currency countries* 


(Million Malayan dollars) 


Animals, food, 


drink and tobacco Raw materials Manufactures pc 

aiatehe chavonsiet ore euviel sf arevaca 25 4 284 
1949. Hh eee a er ae 4 3 85 92 
LOSOME ec iraeeye ee rete cee 6 = 110 120 
Ly Aaa ea 74 3 400 477 


aTssued in Singapore. 


In Pakistan, it is reported that more than 70 per cent of the total value 
of imports was on open general licence.”° 


In other countries, statistics on imports classified by control categories 
are not available. In most countries, the commodities whose import was 
liberalized consisted of metal products, machinery and parts, mineral oils, 
chemicals, drugs, papers and textiles. In food-deficit countries, imports of 
preserved milk and meat and fish were also liberalized. In some coun- 
tries, however, the inward flow and inventories of textiles grew to such a 
high level that prices fell considerably. In Burma and Thailand it was 
estimated that the inventories of textiles would be sufficient for about two 
years’ consumption. In Malaya, the free import of textiles and restriction 
of their export have also resulted in the accumulation of abnormally 
heavy stocks. 


Finally, the relaxation of import restriction with respect to currency 
areas made it possible for importers to seek supplies on competitive terms 
from a wider area. 


ANALYSIS OF IMPORT EXPANSION 
Level of imports 


In contrast to the export earnings of most countries of the region which, 
after a steep rise, dropped sharply in the second half of 1951, the total 
value of imports of most countries (as well as of the region as a whole) 
continued to ‘increase throughout the whole year. This difference was 
partly due to the ordinary time-lag between an increase of exports and an 
increase of imports through the mechanism of an expansion in money 
incomes, and partly due to the cautious attitude of governments in relaxing 
import restrictions only after they had accumulated considerable reserves 
of foreign exchange. The rate of increase of imports in most countries of 
the region was, however, slightly reduced in the second half of 1951. For 
the region as a whole (ten countries), the total value of imports increased 
by 22 per cent in the first half of 1951 over the second half of 1950, and, 
in the second half of 1951, by 17 per cent over the first half of the year. 
Had it not been for an exceptional increase of imports into Indonesia in 


* Professor Maneck B. Pithawalla: 


“The Eco i P ki ” . 
Calling, 1 September 1951, p. 11. nomic Progress of Pakistan”, Pakistan 
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the second half of 1951, the rate of increase for the region during that 
period would have been appreciably lower. This trend for the region 
probably reflects the easing of international tension, the slowing-down in 


the increase of money incomes and the excessive inventories accumulated 
during late 1950 and early 1951. 


Notwithstanding these changes, imports of the ten individual countries 
listed in table 26 for the whole of 1951 registered increases ranging from 
25 to 160 per cent over the half year (annual rate) before the outbreak 
of the Korean war. The extent of the increases in the imports of par- 
ticular countries, like the changes in their export earnings, thus varied 
considerably. As will be argued below, this was primarily due to differ- 
ences in earnings of foreign exchange rather than to uneven changes in 
import prices or to differences in the commodity structure of imports. 


The imports of most countries of the region indeed have a similar com- 
modity structure, the bulk consisting of manufactures.?? In this connexion, 
it may be noted that increases in the prices of manufactures showed a 
general uniformity in late 1950 and in 1951 which also affected the unit 
value of all imports. Available statistics show that the unit value of im- 
ports rose steadily throughout 1951; compared with 1950, it was 15 per 
cent higher in Indochina, and about 25 per cent higher in Ceylon, India, 
the Philippines and Malaya. For other countries, although such statistics 
are not available, some indication may be found from the unit value index 
of the exports of the most important supplying countries, which for the 
region generally are the United Kingdom, the United States and Japan. 
For the three states of Indochina, France is the main supplier and, for 
Indonesia, the Netherlands. The unit value index of exports of these 
countries generally increased throughout 1951, showing a high degree of 
uniformity at a level of about 15 per cent higher than in 1950. In Japan, 
however, the increase over the whole year was 36 per cent in spite of a 
decline since mid-1951 caused largely by the fall in textile prices. 


“Imports of British North Borneo, the bulk of which consisted of rice and other 
foodstuffs, tobacco and metals and metal manufactures, increased by about 50 per cent 
in 1951. Sarawak’s imports increased by one-third in 1951. The increase of imports 
of oil from Brunei, which used to account for 70 per cent of the total imports, con- 
tributed two-thirds of the total increase. 


Imports of British North Borneo and Sarawak 
(Million Malayan dollars) 


1950 1951 
Bestiaty, Notth Bocnes cuvedecrsvecsecdecegevecesvorr ss 48 70 
Apa to eed oleae Ce aed © oiab.o0 Ae ches bens eK et0ds e 89 384 


Source: Data supplied by the governments. 


"The share of imports of “articles mainly manufactured” for five countries in the 
region in 1949 was as follows: 


Per cent 
COGIC araiacg ven cic weie ce dae ce ¥seceb siprisnn Or sles. 40 
Hong Kong ......cccscscccccncccccccvccsscoecs 51 
TLE” Rod et ait DE ASE ee Or OL ea 55 
Malaya soc cccccccocvcseccosevscsseseccscnncce 48 
Philippines .....esseeceseseceecrvcsererceese av 045 


Source: Economic Survey of Asia and the Far East, 1949, p, 216. 
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Since imports of most countries of the region have a similar commodity 
structure and since increases in import prices were fairly uniform, the 
explanation of the uneven changes in the value of their total imports must 
be sought elsewhere. Assuming a time-lag of half a year between export 
earnings and import expenditures, the percentage increase of imports 
in 1951 (as compared with the annual rate of the first half of 1950) may 
be compared with the percentage increase of exports during 1950/51 
(i.e., the second half of 1950 and the first half of 1951) as shown in chart 3. 
It is found from this comparison that the countries which gained more 
in export earnings during the commodity boom were also generally those 
which imported more during 1951, always bearing in mind the effects of 
different degrees of relaxation of import controls. It would thus appear 
that the basic cause of the proportional increase in imports was the pro- 
portional increase of foreign exchange receipts and with it the increase in 
money incomes generated by the export boom. 


Some cases call for explanation. In Indonesia, the exceptionally large 
import occurred in the second half of 1951 when imports of most other 


Chart 3 


COMPARISON OF PERCENTAGE INCREASE 


OF EXPORTS AND IMPORTS 


(JAN. -JUN.I950=100) 
280 


@ 
260 Indonesia 


Pakistan 
c-) 


India @ /ndochina 
B urma 


orts:/an.- dec. 195] 
S 
QS 


Imp 
D 
S 


@ Hong Kon 

/40 Ceylone Led 
e @Philippines 
/20 Thailand 


720 140 160 /80 200 220 240 260 280 
Exports: Jul. /950-Jun. 1951 


116 INTERNATIONAL TRADE AND PAYMENTS 


countries were reduced either in absolute amount or in the rate of increase. 
In Malaya, imports increased proportionally much more than in other 
countries in the first half of 1951, as compared with the previous year, 
and declined in the second half of the year when the imports of other 
countries, except Hong Kong, were still increasing (see table 26). The 
reason can be found in the economic position of Malaya, especially 
Singapore. As an entrepét and a centre of processing rubber and tin, with 
considerable imports of these from other Asian countries, Malaya finds 
itself with a substantial proportion of raw materials in its imports as well 
as in its exports. This proportion of its imports rose and fell with the 
prices of rubber and tin, increasing in late 1950 and early 1951, and 
declining since early 1951. Thus about one-half of the great increase in 
Malayan imports in the first half of 1951 was accounted for by the 
increase of raw material imports, while the subsequent decline in the 
latter was almost entirely responsible for the decrease in Malayan imports 
in the second half of 1951. In Burma, an extraordinary proportional 
increase of imports in 1951 was due to the abnormally low level of im- 
ports in the base period, i.e., the first half of 1950. In India, the unusually 
large imports were due to the abnormally heavy imports of foodstuffs in 
the second half of 1951, necessitated by crop failures. At the same time, 
India’s exports were at an abnormally low level.** The relatively small 
imports of Hong Kong in 1951 were almost entirely the result of reduction 
of imports in the second half of the year following the embargo imposed 
by the United States and the counter-embargo and redirection of trade 
instituted by the Central Government of the People’s Republic of China. 


In almost all the ten countries under review, the increase in the total 
value of imports during 1951 was much greater than the rise in import 
prices. The volume of imports must, therefore, have increased consider- 
ably. Unless this were entirely absorbed by the consumption needs of 
increased population, it may be assumed that it must have given rise to 
an expansion of productive capacity, increased inventories, or higher 
levels of consumption, or a combination of these developments. Available 
statistics show that the volume of imports increased by about 12-15 per 
cent for Ceylon and the Philippines, by 23-25 per cent for Indochina and 
India, and by about 30 per cent for Malaya in 1951 as compared with 
1950. In the case of Thailand, however, there seems to have been no 


Table 27. Unit value and quantum index of imports of 
selected countries in the ECAFE region, 1951 


(Base: 1950) 


Index of wnit value Quantum index 
MGV LORE fs 6 s's 5 «vs eps einx oy Saberaie Cae a tel gee 123 115 
Indochina g, So sue Cho. 5 NS, Ue rearaPore in Rate eee aa les 125 
EEMULAN Soatihats..0;6 +'s: vyiecainn BRL Ste GC se cee Zo 123 
Malaya Sue tn ORMICUE RIO Le Te ny Pe a ek 126 132 
BOMIDEINES °F giao «s nev os Pook Mae 126 Lig 


* See Chapter VI, “Fluctuations in Export Earnings”, 
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substantial increase in the volume of imports, as the increase of 20 per 


cent in the total value of its imports was probably offset by about the 
same proportional rise in import prices.** 


Imports of capital and consumption goods 


It might be expected that, because of the ample foreign exchange earned, 
the need for economic development and the desire to procure capital 
equipment before curtailment of supplies on account of the increased 
requirements for military production, countries in the region would have 
increased their imports of capital goods. However, imports of capital 
goods into the region’® from the major suppliers'*’—the United States, 
the United Kingdom and Japan—did not increase until the first half of 
1951, owing partly to the time lag between orders and deliveries which is 
characteristic of heavy equipment. Indeed, the total value of capital goods 
imported from the three countries increased by 27 per cent in 1951. 
However, as prices of capital goods also rose substantially during the 
year, the volume of capital goods imports to the region increased by about 
8 per cent, mainly from the United States during the second half of the 
year. The capital goods imports from the United Kingdom, which used 
to account for more than one-half of the total capital goods imports from 
these three countries to the region, barely maintained their 1950 low level. 
The increase of capital goods imports from the United States included a 
substantial number of passenger cars which have no direct relation to the 
expansion of the region’s productive capacity. 


In Pakistan and the Philippines the volume of capital goods imports 
in 1951 from the United States, the United Kingdom and Japan only 
maintained the 1950 level. In Ceylon, Thailand, Burma, Malaya and 
Indonesia, it increased substantially, ranging from 22 to 77 per cent. In 
Indochina, there was an exceptional increase; the 1950 level was trebled 
in 1951. However, more than one-half of the increase in the above- 
mentioned countries was offset by the decrease in Hong Kong and India. 
In Hong Kong, capital goods imports from the three countries in 1951 
were one-third below 1950, mainly due to the embargo imposed by the 


“It is possible, however, that import prices in Thailand may not have risen by as 
much as 20 per cent by reason of the sharp fall, which occurred in the second half 
of 1951, in the prices of textiles which account for a substantial part of Thailand’s 
imports. 

5 Excluding China and Korea, as the changes in imports of capital goods to these 
two countries were chiefly due to abnormal factors. Japan, also, as a supplying country, 
is not included in the region in this context. Some aspects of imports of capital goods 
to China will be discussed in chapter IX. 


As the commodity classification in national trade statistics in countries of the 
region is different from country to country and the index of unit value of imports is 
not available for all countries, it is difficult, if not impossible, to obtain a regional 
total of capital goods imports, both at current prices and at constant prices, from 
national trade statistics. It should also be borne in mind that exports of capital goods 
from West Germany were increasing considerably in 1951 and they are not included 
in the tables 28 and 29. 
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Table 29. Volume of capital goods imported from the United States, 
United Kingdom and Japan into ten ECAFE countries* 


(Million dollars at January-June 1950 prices ) 


Percentage changes 
in 1951 compared 


‘ 1950 1951 with 1950 
EMEA Sr rh Ren PR eM RICK a vtec Sek cee oo ke 265 246 —7 
IST ES dey te SS a a 66 98 + 48 
ROIEAME WT Lich a's he Weng X65 es av a era 72 73 ste 
RMIT PROSE te es Ok CS Ee ns Sad siviate < Sx ew ecw s 68 68 — 1 
MORE Tes TLS ia Sey cn Rae ve yum Peek ne Kee a's 37 65 77. 
UST EEE Ola ae ee ee eee 26 34 MoS 
Peer ON rete otic ek Mee aad SU oud be vais 6 av 48 32 — 33 
RMSE ee eS tee pax tee face ehh ead 24 29 22 

EE RIA Me oe Ne enna tint ek co wceaa as sec 9 13 + 43 
IM IETIANES oo sicin ee  O ann ne on wots ho en cada bnks as, 13 + 209 

Toran 620 ~— 67/11 “+ 8 


Sources: Same as those listed under table 28. 
8 Because of rounding, figures may not add up to the totals. 


United States and other countries on exports of strategic goods to Hong 
Kong and China. The percentage decrease of capital goods imports into 
India, although small relatively, was large in absolute amount, as India’s 
imports of capital goods accounted for about more than 40 per cent of 
the region’s total. The decrease in India’s capital goods imports, which 
offset one-fourth of the increase of five other countries, was chiefly the 
result of the overwhelming need for the import of foodstuffs. In value 
terms, food imports, which used to be only one-fifth of the total imports, 
accounted for about one-half of the increase in total imports in 1951. The 
rate of increase was 133 per cent as compared with 10 per cent in the 
value of imports of capital goods (see table 30). As the prices of the 
capital goods rose by more than 10 per cent, the volume of imports of 
such goods must have been reduced. 


Table 30. India: imports by major commodity groups 


(Million rupees) 
Increase in 1951 


1949 1950 1951 over 1950 

OE Gta ee Bes Shee re anne 6,302 5,039 7,670 + 2,631 
Food, drink and tobacco ......... Lhe 923 2,147 = 1224 
tein PATIACCTIAS hes ctaie cierd eo aielod > 3.0" 1,586 1,782 2,239 Ste, 
NV TEILACHIECS >. duihse 6 ax se culeecc = 1,347 2,308 3,247 pia 939) 
Ga pital SOGUS eae oe He ees ae oe, ons 1,870 1,585 1,739 e154 
Warts alld textiles! sits. oda. ss 542 118 389 ae aTAl 
Other manufactured goods ..... 935 605 1,119 so S14 
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As regards those countries which imported more capital goods during 
1951, the increase was partly due to foreign aid and loans, details of which 
are given in the next chapter. Burma, the three states of Indochina, Indo- 
nesia and Thailand all received aid and/or loans from the United States, 
and Thailand received a loan from the International Bank. The bulk of 
such aid and loans was used for imports of capital goods. 

The generally small increase of capital goods imports into the region as 
a whole in 1951, in relation to the expansion of all imports and the con- 
siderable increase of foreign exchange earnings, can be explained partly 
by increased delay in delivery dates of capital goods on the part of the 
industrialized countries and partly by the problems of utilizing quickly 
the sudden and unexpected increases in external purchasing power on the 
part of some countries of the region. In Ceylon, “in 1951, with the re- 
armament programme and the shortage of steel and ferrous and non- 
ferrous metals, there has been a delay in deliveries from the United 
Kingdom and the United States. Goods are, however, available from 
Japan and continental sources, but at a higher price. The delay on, say, 
galvanized sheets from the United Kingdom is about 10 to 12 months”.?* 
In the Philippines, “local industries, especially newly established ones, 
have been experiencing difficulty in securing their capital equipment not 
only because of high prices.”!® In Indonesia, “generally speaking, it may 
be stated that the delivery period (of capital goods) has grown longer 
from about 6 to 9 months in 1950 to about 8 to 12 months at present.’ 
However, there was generally no delay in delivery of capital goods im- 
ported from Japan and West Germany. 

The limited absorptive ability, within a short period, of countries in: the 
region also contributed to the small increase in imports of capital goods. 
The demand for capital goods is made effective only when associated 
factors of production are readily available, the costs of production are 
more or less competitive, and the prospective market demand for the 
finished products is assured. In the first case, owing particularly to the 
shortage of technical personnel and lack of social services, including 
electric power and transportation, it is difficult for under-developed coun- 
tries to make full use of large unexpected foreign exchange earnings in 
the purchase of capital goods imports within a short period. However, 
should governments and private enterprise have their development plans 
and/or projects ready, in realistic and exact terms, their “effective” de- 
mand for, and actual volume of imports of, capital goods would no doubt 
be larger. In countries where foreign aid and/or loans were granted, the 
formulation of realistic and exact development schemes was probably also 
speeded up and capital goods as well as technical personnel and other 
associated factors of production provided. This may be one of the reasons 
why countries receiving foreign aid and loans generally increased their 
imports of capital goods more rapidly than did other countries, 

*T Information supplied by the Government of Ceylon. 


* Information supplied by the Government of the Philippi 
; ines, 
* Information supplied by the Government of anes 
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In addition to capital goods, imports of food and consumer goods, 
especially textiles, also increased in late 1950 and in 1951. As deliveries 
of consumer goods take a much shorter time than those of capital goods, 
the conspicuous increase in imports of the former occurred, in association 
mainly with the speculative hoarding, very shortly after the outbreak of 
the Korean war. The subsequent large gains in export earnings, the ex- 
pansion in money income and the relaxation of import controls also 
resulted in a continuous increase in the imports of consumer goods, in- 
cluding even less essential and luxury items. Part of these imports, doubt- 
less, contributed to improved consumption levels; part, however, served to 
build up abnormal inventories, especially of textiles. Later on, when the 
easing of international tension and the abatement of the export boom and 
the consequent decrease in income had reduced the effective demand, a dull 
market developed and the demand for imports of consumer goods also 


Table 31. Import of consumer goods in selected countries 


(Millions of national currencies) 
Percentage changes 


1950 over 1951 over 


1949 1950 1951 1949 1950 
Burma (rupees) 
Reh he rr ee en oe ae oh 359 530 652 + 48 i 23 
Cotton yarn and textiles......... 139a 218 160 a) ay/ — 27 
Ceylon (rupees) 
SEEN rates i ie Cn tne ak bBo deel Be 1,029 1,167 1,559 cae ts ae fel 
Food, drink and tobacco......... 518 596 696 “liga S) = 17 
Yarns and manufactures......... 145 159 210 =P ait) ae Oe 
Indochina (piastres) 
LS oi I ae gS er ee Se eee 3,931 4329 6,274 aint) + 45 
Living animals, food and drink... 655 «1,053 ~—-—«1,436 + 60 === 36 
Cotton yarn and textiles......... 53 219 160 =e I} — 27 
Indonesia (rupiahs) 
TS Bea ee Lt eee 1,574 Loe ae a : Laie 
GiCHIIcE SOOGS sacaesees cn swns 697 1 i 
Cotton piece goods ............ 247 344 675 aie Bh, + 96 
Malaya (Straits dollars) 
Tiga halo vay ey ae PE eee ae 1,840 2,915 4,756 + 58 a to 
Food, drink and tobacco ......... 682 7193-7 1AZ3 si” 16 34 a 
Yarns and manufactures ........ 229 377 551 05 
Pakistan> (rupees) 
Gta eae oe ete ood Apedee o mrctd eee ar ee 1,114° 1,070 1,416 — 4 Wey 
AES and teRElleS| perils sa mye. oec0e 435¢ 447 601 Fhe 9) 34 
Philippines (pesos) 
Ey Gre Pe tats le ote de ote aan? 6 vale 685 961 == 42 p a 
Consumption goods ..........+++ 756 343 534 55 6 


a Estimated from October 1948 to September 1949 figures. 
b Sea-borne trade on private account only, excluding land trade and trade on govern- 


ment account. 
¢ April 1949-March 1950. 
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decreased, e.g., for cotton yarn and textiles in Burma and Indochina. In 
both countries, imports of cotton yarns and textiles decreased by 27 per 
cent in 1951, indicating over-stocking arising from the earlier heavy 
imports. In Indonesia and the Philippines,*® however, the considerable 
increase in the imports of consumer goods, including cotton piece-goods, 
occurred chiefly in 1951. 


Direction of imports 


Although imports of the region expanded from all sources, the increase 
of imports from Japan and West Europe (including West Germany) was 
greater, and that from the United Kingdom and other sterling area coun- 
tries outside the region smaller than the average increase. The increase 
in imports from North America and from the region itself was about the 
same as the average increase. However, imports from North America 
during the second half of 1951 expanded a great deal, while those from 
other regions either expanded moderately or even declined, owing partly 
to the levelling off of export prices in the United States. The share of 
imports from North America thus increased from 16 per cent in the first 
half to 20 per cent in the second half of 1951. 


Of the imports from the United States in 1951, grains and preparations 
accounted for 40 per cent of the total increase and their share in total 
imports increased from 6 per cent in 1950 to 20 per cent in 1951. This 
increase went largely to India, where imports of food grains from the 
United States increased from $30 million in 1950 to $200 million in 1951. 
It also accounted for India’s total import from the United States in 1951 
being double that in the previous year. Second to food grains were cotton 
manufactures, the increased imports of which from the United States 
accounted for 15 per cent of the total increase. Raw cotton was another 
major import from the United States into the region which increased 
considerably in 1951. These three major items, in 1951, collectively 
accounted for more than 40 per cent of the total imports from the United 
States into the region (see appendix table VII.2). 


The more than one and one-half times expansion of imports from Japan 
in 1951 was very striking. Accordingly, the share of imports from Japan 
into the region increased from 5.6 per cent in 1950 to 8.3 per cent in 1951. 
This may be explained by the rapid progress of Japanese industrial pro- 
duction and its favourable competitive position in textiles regarding prices 
and in engineering products regarding delivery dates. The favourable 
competitive position of West Germany in engineering products and other 


manufactured goods also explained the considerable increase of imports 
from Western Europe into the region. 


The relatively low level of imports from the United Kingdom during 
1951 was another factor that affected the region’s balances of trade and 


payments with that country, the significance of which will be dealt with 
in the following chapter. 


*® The low imports in 1950 in the Philippines were due to strict import control. 
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CHAPTER VIII 
Balances of trade and payments 


CHANGES IN TERMS OF TRADE 


In view of the relevance of the comparative price levels of exports and 
imports to balances of trade and, therefore, balances of payments, any 
study of changes in the latter must take account of changes in the terms 
of trade! of the countries concerned. 


The unusually divergent movements in the prices of foodstuffs, raw 
materials and manufactures respectively during 1950 and 1951 resulted 
in significant changes in the terms of trade of countries of the region. 
During late 1950 and early 1951, the rapid and steep rise of raw material 
prices left the prices of foodstuffs and manufactures far behind. How- 
ever, since the abatement of the raw material boom, the prices of food- 
stuffs and manufactures have continued to rise, the increase in the prices 
of manufactures being largely transmitted from the previous rise in raw 
material prices. As the exports and imports of the various countries of 
the region differ in commodity structure, these changes in price relations 
also affect their terms of trade differently. As mentioned above,? most 
countries of the region are mainly raw material exporters. Burma, how- 
ever, is a rice exporter, and India exports a substantial amount of manu- 
factures. Indochina and Thailand export both rice and raw materials. 
On the import side, there are no marked differences among these coun- 
tries; all are importers of manufactured goods, ranging from two-fifths to 
three-fifths of their total imports, and the prices of these showed a uni- 
formly steady rise.* Thus the different changes in the terms of trade of 
the various countries of the region were mainly the result of the uneven 
changes in the prices of their various export commodities, and of the 
varying weight of such commodities in their total exports. 


Countries which showed the greatest improvement in their terms of 
trade during late 1950 and early 1951 were the major exporters of rubber 
and tin, for example, Malaya, whose terms of trade improved by about 
60 per cent in the first half of 1951 as compared with a year previously. 
Although similar statistics are not available for Indonesia, the position 
would appear to be very close to that of Malaya, judging from the share 


*Le., the unit value index of exports divided by the unit value index of imports and 
multiplied by 100, Thus figures which are larger than 100 show an improvement in 
the terms of trade compared with base period and vice-versa. 


* See chapter VI on “Fluctuations of Export Earnings”. 
* See chapter VII on “The Expansion of Imports”. 
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of its major export commodities, rubber and tin, in its total exports. 
Pakistan may be grouped with these two countries, as prices of cotton and 
jute enjoyed spectacular increases during the first half of 1951. A second 
group which experienced a substantial though less marked improvement 
in their terms of trade, consists of Ceylon, Indochina and probably Thai- 
land. The export of rubber from Ceylon and Indochina and rubber and 
tin from Thailand accounts normally for rather less than one-half of their 
total exports. The terms of trade of Indochina and Ceylon reached their 
most favourable point in the first quarter of 1951, being respectively about 
50 and 32 per cent above the pre-Korean-war level. The Philippines was 
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the least affected of the raw material exporting countries of the region 
in regard to its terms of trade, as the prices of its major export com- 
modities (coconut products and sugar) rose only moderately during the 
boom period. Its terms of trade, even at their most favourable point, in 
the second half of 1950, were less than 10 per cent above the level in the 
previous half year. 


Just as the terms of trade of raw material exporting countries under- 
went different degrees of improvement during the boom period, they 
also showed different degrees of deterioration when the boom abated. 
In the major rubber exporting countries, although the terms of trade 
deteriorated since early 1951, they still remained at a high level as com- 
pared with the half year before the outbreak of the Korean war. In 
Malaya, in the second half of 1951, they were still 25 per cent higher 
than before the Korean war. In contrast to this, in the major coconut 
exporting countries (the Philippines and Ceylon), the terms of trade in 
the second half of 1951 declined below the pre-Korean war level by 17 
and 7 per cent respectively. 


In Burma, the terms of trade probably experienced no appreciable 
change during 1951, as the prices of both rice, the principal export, and 
manufactures, the major import, rose steadily throughout the period. 


In contrast to the raw material exporting countries, the terms of trade 
of India,* after showing a slight improvement, deteriorated in late 1950 
and early 1951 as a result of the steep rise in the prices of raw materials 
which constituted a sizable part of their total imports. However, they 
improved greatly with the sharp rise in the prices of cotton and jute 
manufactures in early 1951. 


The significance to individual countries of these different changes in 
their terms of trade depends upon the volume of trade as well as on 
the relation of foreign trade to total economic activity in the particular 
country.° As mentioned before, the volume of imports and exports in- 
creased substantially in almost all countries of the region in 1951. As far 
as the relation of foreign trade to total economic activity is concerned 
the changes in terms of trade are much more important in countries like 
Malaya and Ceylon than in India. In Malaya, where the changes in the 
terms of trade were the greatest among countries not only in the region, 

i : ood 
eft ee ee ke Sa ie dealt with in chapter IX on “International 


*The relation of exports to nati i 
I onal income for five sel ies i i 
a detiowing eh selected countries is shown in 
Exports* and National Income, 1948 
(Millions of national currencies) 


Malaya Ceylon Thailand Philippi: ; 
National incom rope ork an ide irepeess (baht) (pesos) Ela. 
rig Sa MaEa ed Ck Sar! 2,272 14,619 5,713 87,300 
Percentage of (2) to (1) 100000101)" 54 "at ae a 4,160 


Sources: Statistical office of the United Nations, Nati. i 

f : » National income statisti : 
rR de Ae er Rata rt fel i Malaya, 1947-49; The Notions Metts Ante ca 
Ee Lane aac Goer sistance Programme, The National Income of the Philippines and 


" Except Ceylon and India, re-exports were not excluded. 
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but also in the world, and where foreign trade accounts for a large share 
in total economic activity, the impact of such changes in the country’s 
economy was particularly significant. The economies of Indonesia, Pakis- 
tan and Ceylon were probably only slightly less sensitive to changes in 
the term of trade.® 


OVER-ALL TRADE BALANCES AND REGIONAL TRADE PATTERN 


The fluctuations in exports and the expansion of imports, together with 
the changes in terms of trade, have resulted in considerable changes in 
the balances of trade of all countries in the ECAFE region. As the bal- 
ances of merchandise trade are usually the major element in the balances 
of payments, the latter were also much affected. For the region, as rep- 
resented by ten countries,” a large trade surplus of $1,100 million, 
representing approximately one-fourth of the total exports, occurred in 
the first half of 1951. Both exports and imports increased considerably, 
but the former at a much higher rate. In the second half of the year, 
however, as a result of the sharp fall of export earnings and a continuing 
increase of imports, the trade surplus was replaced by a deficit of 
$350 million. For the calendar year as a whole, the trade balance showed 
a surplus of $780 million, which was 5 per cent lower than that in the 
previous year.® 


About 80 per cent of the region’s trade surplus in the first half of 
1951 was accounted for by the trade surpluses achieved in three major 
raw material exporting countries, Malaya, Indonesia and Pakistan. Other 
countries showed much smaller surpluses; Indochina continued to have 
a large chronic deficit. In the second half of 1951, the trade surpluses of 
Pakistan, Malaya and Indonesia were considerably reduced. Other coun- 
tries which contributed to the region’s deficit were India, the Philippines 
and Hong Kong, whose trade surpluses in the first six months were 
succeeded by large deficits. Two rice exporting countries, Burma and Thai- 
land, were still maintaining trade surpluses, although reduced in size, in 
the second half of the year. The trade deficit of the three states of Indo- 
china, however, increased. 


Notwithstanding the changes in trade balance between the two half- 
years, the full-year trade balances for countries of the region (with the 
exception of India) continued the trends of 1950. In the three major raw 
material producing countries, Malaya, Indonesia and Pakistan, the trade 
surplus in 1951 was substantially larger than that in 1950; the unfavour- 
able movements in these countries’ terms of trade and the fall in their 
export earnings in the second half of 1951 only offset part of their extra- 


* See chapter XII on “Inflation and Deflation”. 

7Burma, Ceylon, Hong Kong, India, Indochina (Cambodia, Laos and Vietnam), 
Indonesia, Malaya, Pakistan, the Philippines and Thailand. 

® The trade balances of British North Borneo and Sarawak in 1950 and 1951 are as 
follows (in million Malaya dollars) : 


1950 1951 
British North Borneo ......-.++-+s+- 44 44 
Sarawak ..ssccpeveseeeespsereyecess 80 117 
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Table 33. Trade balances of ten ECAFE countries 
(Million dollars) 


ps0 ste 
i 1 d First Second 
ipa igs. NoaesE e baak Oe hate 
Raw material surplus countries sl - 
Malayan nanaeen simon. — 92 359 431 36 323 4 
Teen ees Be Helen Fey — 30 319 425 105 214 345 80 
ASG Bin Buegucd cones — 106 50 228 48 Zz 225 3 
Philippinesise scsls 106s —315 — 5 — 68 —45 40 36 —104 
Géylommeae. aeasce eee 4 82 56 9 73 4 12 
ToTAL — 539 805 1,072 153 652 978 94 
Rice surplus countries 
Thailand acenceo as ante. 66 79 96 28 51 54 42 
iB tiitiia eee eerie etnrer fone 41 43 67 34 9 53 14 
nid oGHinawe ete = 163 —T4 —170. —S4 —8h- 57 —i 
ToraL — 56-— 19 — 7 & —2/ 50 — 56 
Other countries 
ridia me erates — 660 35 —211 = 1 36 60 —270 
lalosates: Isobe Soe nn cee —100 — 13 — 76 —A4l 29 41° —118 


Granp TotaL —1,355 811 778 119 690 1,128 —350 
Source and notes: See appendix table VIII. 2. 


ordinarily high export earnings in the first half of the year. In Ceylon, 
Thailand and Burma, trade surpluses were maintained; in Hong Kong, 
Indochina and the Philippines, larger trade deficits prevailed. In India, 
however, the small trade surplus achieved in 1950° turned into a large 
deficit of $200 million in 1951, mainly because of the necessity of import- 
ing large amounts of food. 


In 1950, the region had import surpluses with Japan and the United 
Kingdom and export surpluses with all other areas. In 1951, the import 
surplus with Japan increased in size, buf there were export surpluses 
with other areas, including the United Kingdom. 


Furthermore, there was a clear contrast between changes in the region’s 
trade balance with North America and Japan on the one hand and those 
with the United Kingdom, Continental Western Europe and other sterling 
" area countries outside the region’ on the other hand. Whereas the region’s 
total export surplus was reduced by only 5 per cent in 1951, its export 
surplus with the United States and Canada declined by almost one-half 
and its import surplus with Japan increased by more than three times. 
Major factors responsible for this were: (1) the abrupt changes in the 
second half of the year when the region’s exports to the United States 
and Canada were sharply reduced while imports from these areas greatly 
expanded; and (2) the increasing importance of Japan as a major supplier 


* This surplus had been achieved at the cost of reduction in stocks of both foodstuffs 
and essential raw materials. The depletion of food stocks was largely voluntary, and 
mistaken in view of 1951 developments. The depletion of metal and cotton stocks 
resulted largely from export controls in the United States. 


The most important of these countries in international t i 
: rade are Australia, Ne 
Zealand, and the Union of South Africa, on 
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of manufactured goods on the world market. The re-emergence of a trade 
deficit in the second half of 1951 was almost entirely due to the deficits 
with the United States, Canada and Japan. In the Philippines, Indonesia 
and Pakistan, the previous export surplus with the United States and 
Canada turned into an import surplus. In India and, to a lesser extent, 
Burma, the import surpluses with the United States and Canada increased. 
In Ceylon, Malaya and Thailand, the export surpluses with North America 
were reduced. A dollar shortage threatened in several countries of the 
region, if this situation were to continue in 1952. 


The region’s trade balance with the United Kingdom, on the other 
hand, turned from a comparatively small deficit to a large surplus, and 
the trade surplus with other sterling area countries outside the region 
increased; the trade surplus with Western Europe, however, was barely 
maintained. The change from import to export surplus with the United 
Kingdom was chiefly due to the considerable increase of exports from 
Malaya and India to the United Kingdom which, during this period, 
replenished inventories run down in the previous year. The export sur- 
pluses with the United Kingdom and Western Europe (especially that 
with the latter), were much less in the second half of 1951 than in the 
first half. 


Table 34. Regional trade balances of ten ECAFE countries* 


(Million dollars) 
Other 


sterling OEEC 
United area countries 
States countries of 

Grand and United outside continental 
total Canada Kingdom the region Europe Japan 
BOA) ec alan ene oe — 1,355 — 378 — 382 —179 — 105 — 112 
HOS ss aloe each 811 446 — 46 14 266 =— 53 
PO Piet cgwie'n vate « 771 231 195 32 244 — 224 
January-June .... 1,128 362 114 — 38 240 — 9 
July-December .. —356 —131 81 71 4 —215 


Sources and notes: See appendix table Vu. Ps 
a The same ten countries of the region are included here as were covered in the 
previous two chapters. 


The geographical trade pattern of individual countries of the region 
also showed appreciable changes in 1951.** In the raw material producing 
countries, the trade pattern by geographical areas, while remaining gen- 
erally similar, contained some significant differences. Malaya, Indonesia 
and Pakistan have normally had export surpluses with North America 
and Western Europe (because of large raw material exports to these 
areas) and import surpluses with the United Kingdom, the rice exporting 
countries in the region, and other sterling area countries outside the region 
(because of large imports of foodstuffs and manufactured goods from 
these areas). In 1951, however, Malaya and Indonesia had export sur- 


4 For statistics, see appendix table VIII.2. 
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pluses with the United Kingdom and sizable trade deficits with Japan, 
as Japan was able to supply manufactured goods more freely than the 
United Kingdom. Malaya also considerably relaxed its import restrictions 
on Japanese goods. Pakistan, in 1951, had trade deficits with all areas 
other than Western Europe and the ECAFE region. Like Malaya, Pakis- 
tan also had a larger trade deficit with Japan than in 1950. The geo- 
graphical trade pattern of Ceylon was similar to that of Malaya, Indo- 
nesia and Pakistan, except that Ceylon, thanks to its tea exports, also 
normally had a trade surplus with the United Kingdom. In 1951, its 
export surpluses with the United States and Canada were considerably 
reduced, while those with the United Kingdom and Western Europe 
increased, as did its import surplus with Japan. 


In the Philippines, a small trade surplus with the United States in the 
first half of 1951 was replaced by a large deficit in the second half of the 
year. The usual geographical trade pattern of the Philippines consists of 
a considerable trade surplus with Western Europe, largely from coconut 
products, and large deficits with the United States, mainly for manufac- 
tured goods, and with the rest of the ECAFE region for foodstuffs. 


Among rice-exporting countries, Burma was typical in its trade pattern: 
large trade surpluses with Japan and the rest of the ECAFE region 
because of large rice exports, and trade deficits with the United Kingdom 
and the United States (particularly the former) because of imports of 
manufactures. For the same reason, Indochina also had trade surpluses 
with Japan and the rest of the ECAFE region, but a trade deficit with 
Western Europe, mainly France. In 1950 and 1951, on account of the 
raw material boom, its trade deficit with the United States was almost 
eliminated. Thailand was fortunate in having exported a substantial 
amount of raw materials in addition to rice.1? With Indonesia and Malaya, 
although to a lesser extent, Thailand benefited from the rubber and tin 
boom during late 1950 and early 1951. When the rubber and tin boom 
subsided, Thailand, like Burma and Indochina, but unlike the other rubber 
and tin producers, benefited from the rising price of rice. By exporting 
rice, Thailand had trade surpluses with Japan and the rest of the ECAFE 
region; by exporting rubber and tin, it had also a trade surplus with the 
United States. Relying on imports of foreign manufactured goods, how- 
ever, Thailand had trade deficits with the United Kingdom and Western 


Europe. This geographical pattern of trade continued and became more 
marked in 1951. 


After serious trade deficits with all areas in 1949, India’s trade bal- 
ances in 1950 turned into small surpluses with almost all areas, except 
Western Europe. In 1951, however, the situation again changed signifi- 
cantly; the trade surplus with the United Kingdom increased substan- 
tially but India again experienced trade deficits with all other areas as a 


result of the heavy food imports. The trade deficit with the United States 
in the second half of 1951 was particularly large. 


™ This also applies to Indochina, though to a lesser extent. 


3 ei 
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The geographical trade pattern of Hong Kong showed very clearly its 
entrepot character: an import surplus with Japan and all other areas out- 
side the ECAFE region, but an export surplus with the rest of the region. 

_ The over-all balance was passive, being financed by non-trade receipts. 


CURRENT NON-TRADE TRANSACTIONS 


Owing to the lack of service industries, countries of the region have 
been largely dependent on industrialized countries, especially on Western 
Europe, for shipping, banking, insurance and other services in connexion 
with international trade and similar transactions. In addition, because of 
the large amount of foreign capital received in the past, countries of the 
region have had to make payments for dividends and interest, also mainly 
to Western European countries. Before the war, in countries like India 
and Indonesia, these dividends and interest payments were about equal to 
the value of the export surpluses. In most of the then non-self-governing 
territories of the region, the amounts spent annually for servicing foreign 
investment before the war were about one-tenth of the national income.” 
However, as a result of war-time destruction, the liquidation of foreign 
investment, the decline of the colonial system, the rise of economic 
nationalism, and in some countries, civil disturbances, the investment of 
Western European countries has declined sharply. With the decrease in 
foreign debts, the region’s outward payment of interest and dividends 
(as well as amortization) has been correspondingly reduced. During late 
1950 and in 1951, however, payments for investment income, as well as 
for transportation and insurance, by countries in the region showed a 
conspicuous increase in connexion with the export boom. 


The increase in transportation payments was due to the larger volume 
of trade transactions and higher freight rates. For instance, in Ceylon, 
Malaya and the Philippines, the volume of exports was 2-12 per cent 
higher in 1951 than in 1950 and, in Indochina, 50 per cent. The volume of 
imports also increased by 15—30 per cent in 1951, as compared with 1950, 
in Ceylon, Indochina, India, Malaya and the Philippines. At the same 
time, there was a steep rise in freight rates, which for some items were 
more than doubled between 1950 and 1951. The freight rate on tea from 
Ceylon to the United Kingdom increased by 25 per cent on 1 March and 
again by 15 per cent on 1 September 1951. Freight rates on rubber to 
the United States increased by 15 per cent during March 1951.1° The 
September increase was also part of the general increase of cargo rates 
to ports in India and Pakistan. Meanwhile, the Coastal Conference Lines, 


18 Such payments were also important to the creditor countries. In 1938, almost 
the entire import surplus of the Netherlands and about three-fifths of that of the 
United Kingdom were offset by income from investments abroad, of which the share 
of the region was two-fifths in the case of the Netherlands and one-fifth in the case 
of the United Kingdom. See United Nations, Economic Survey of Asia and the Far 
East, 1949, p. 321. ; 

“Including nationalization and transfer of foreign properties to nationals. 

* Information supplied by the Government of Ceylon. 
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Table 35. Investment income, other services and private donations* 


(Millions of currency units) 


Trans- A as oer 
ieee ; bai dacl uded Other services Private 
income insurance elsewhere services accounts donations 
Burma (rupees ) 
LOSOIS creyereerore overs — 5 — 13 — 49 — 12 — 79 —101 
LOS TS Petrie setts — 5 — 14 — 30 7 — 42 — 27> 
Ceylon (rupees) 
O49, Arete claiets e s4s — 29 44c 82 — 51 46 — 58 
1950 ake am oterere — 55 184 6 — 3 — 34 — 69 
DOST vei vers stere se ec — 65 — 554 20 — 48 — 148 — 76 
India® (rupees) 
TOAD Reacts — 179 178 —173 78 96 103 
TOSOM eckeeutes ee — 236 192 — 71 292 177 137 
1 OST wAekictersecis.cie — 235 334 — 39 258 319 143 
Pakistan? (rupees) 
1949S erecertie occas — 8 — 26 — 3435 — 35 — 412 — 28 
VOSO Ne tarevencsve% acer — 18 — 85 — 3348 i — 425 — 27 
TOS TW aa oes siere-cts s — 18 — 137 — 549s “a — 704 — 25 
Philippines (pesos) 
194A” Fore cidtelsievse 3 — 60 — 131 316 — 68 57 31 
OS Freres veneveis ate — 308 — 59 203 — 79 35 22 
TOS Wir an ce ceise's's — 438 — 99 184 — 30 12 16 
Indonesia (rupiahs) 
LOA QI Rinae ae econ — 1371 — 169 — 46 — 149 — 501 
IWEUD Sehactuaaae — 923 — 120 —101 — 38 — 351 
19S TEN Reromecn tes — 169! — 52 — 102 — 120 — 443 
Thailand (dollars) 
Lod OM a oarc Gee ite A — 0.3 — 38 — 45 — 86 
HOS OF acu cmere ties 0.2 — 04 — 7.6 Ls — 65 
JOS Litre we Steet 0.8 — 04 — 6.5 4.2 —19 


Source: Data supplied by the International Monetary Fund and the Government of 
Indonesia. Figures for 1951 are provisional. 


® Absence of sign indicates net receipts; a negative sign indicates net payments. 
> Including official donations. 


¢ This item includes ships’ stores and other receipts from foreign ships calling at 
the ports of Ceylon. 


d Includes the offsetting entry for freight payments on goods sold c.if. but apparently 
does not include sales of ships’ stores. 


. ST wens transactions with Afghanistan. Transactions with Pakistan also excluded 
in s 


‘ Transactions with India have been included since 27 February 1951 and those with 
Nepal and Tibet since 16 March 1951 when transactions with these countries were 
subjected to exchange control. 


® Government expenditure includes expenditure on imports, the breakdown not being 
available at present. 


h Excludes undistributed profits. 
‘Investment income of foreign-owned oil companies is not included. 
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which have entered into a contract with the Ceylon Government for bring- 
ing rice from Burma, raised the freight rate to Rs.35 per ton, or Rs.11 
above the rate for the previous nine months. The new rate will cost the 
Government of Ceylon nearly Rs.5 million extra in freight charges, In 
Thailand, freight rates for general cargo to the United States were raised 
by 10 per cent in early 1951 and by another 10 per cent towards the end 
of the year.*® It will be seen from table 36 that world freight rates were 
approximately doubled between 1950 and 1951. 


Table 36. Freight rates: voyage charters 
(August 1949 = 100) 


1950 1951 
1950 1951 Jwne December June December 
United Kingdom .......... 83 171 73 114 176 166 
Js) SERS eee ee eee ee 83 173 74 118 186 174 
WIENER cee sec cca eee 81 142 f2 107 137 176 
Shad (or ie ea aa 77 136 70 104 151 149 


Source: International Monetary Fund, International Financial Statistics. 


Payments in respect of insurance also increased in association with the 
larger volume of imports and exports. The increased payments for trans- 
portation and insurance are shown in table 35 for selected countries. 
Figures in this table, however, are sometimes misleading. In Burma, 
Ceylon, India, Indonesia and Thailand, most of the payments for freight 
and insurance charges on imports were included in import figures re- 
corded on a c.i.f. basis. In Pakistan, both imports and exports were 
recorded on a mixed basis, partly ci. and partly f.o.b., so that freight 
and insurance charges were partially included in merchandise trade. Only 
in the Philippines, where both imports and exports are recorded on an 
f.o.b. basis, do changes in payments for freight and insurance show an 
approximately complete picture. In the Philippines, the increase of such 
payments in 1951 was 60 per cent over the 1950 figure. 


Net payments for investment income, including net dividend payments, 
profits from direct investment, and other interest payments, also increased 
in 1951 as compared with the previous year in Ceylon, Indonesia and the 
Philippines.17 The increase represented the higher earnings of foreign 
investments, mainly in the export industries. The increase was especially 
large in Indonesia, where there are substantial Dutch investments in rub- 
ber plantations and other export industries, and where net payments for 
investment income were more than 80 per cent higher than the 1950 total. 
Returns on United Kingdom investments in Malayan rubber and tin 
were also considerably higher,’* although statistics are not available. In 


4% For further details of increases in freight rates which affected countries of the 
region, see Economic Bulletin for Asia and the Far East, Vol. Il, No. 3, February 
1952. 


“Tn India, there was a nominal decrease. 
% United Nations, World Economic Report, 1950-51. 
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the cases of Ceylon and the Philippines, the increase of outward remit- 
tances for investment income was also partly due to the more liberal policy 
in regard to exchange control. In the Philippines, the monetary authorities 
allowed more liberal payments of “backlog” obligations, profits and divi- 
dends during 1951, in spite of foreknowledge of the heavy decline that 
would take place in United States expenditures. In this connexion, it may 
be mentioned that a liberal policy regarding the outward remittances of 
income from foreign investments in Burma still continued in 1951. Thai- 
land, in contrast to other countries, increased net receipts on investment 
income, these consisting of earnings on foreign assets held by official 
institutions. 


Government current non-trade transactions were not important in the 
balances of payments of Ceylon and India during 1950 and 1951, but 
were significant in those of the Philippines and the three states of Indo- 
china and, to a lesser extent, of Burma. The Philippines had large net 
receipts on government transactions, the bulk being United States Gov- 
ernment expenditure, including military expenditure and pensions for 
war veterans. These have served to reduce considerably the deficit in the 
balance of payments since the end of the war. Although such receipts 
had decreased since 1949, they still more than offset the net payments on 
all other services, thus creating a positive balance. In Indochina, the inflow 
of French francs, consisting mainly of French military expenditure and 
also including appreciable grants to the national budgets, for both civil 
and military purposes, constituted a large part of the total international 
receipts of the three countries and helped to finance the large and con- 
tinuous trade deficit since the end of the Second World War. The large 
amount of net payments on government transactions in Pakistan included, 
on the expenditure side, government expenditure on imports, of which 
the commodities included are not known. The net payments on government 
transactions in Pakistan accounted for more than 80 per cent of the total 
net payments on Pakistan’s service account. The amount of the latter in 
1951 was more than 50 per cent higher than in 1950. 


Movements of private donations in countries of the region were largely 
intra-regional, representing mainly remittances by Chinese business men 
and labourers in Southeast Asia, notably Malaya, Thailand and Indonesia, 
and by Indian business men and labourers, notably in Burma, Ceylon and 
Malaya. In China, net receipts on private donations formerly constituted 
a significant sum for financing the large trade deficit. Since the political 
changes on the mainland of China and the subsequently reduced services 
and increased restrictions on international financial transactions, remit- 
tances which formerly went directly to the mainland of China decreased 
considerably and a large part went indirectly through Hong Kong. Personal 
remittances to Hong Kong and the mainland of China have come under 
special scrutiny for political reasons in a number of countries in the 
region including Malaya, the Philippines and Thailand. Statistics on pri- 
vate donations, however, are not available from either the paying or 
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receiving countries. India’s net receipts and Ceylon’s net payments on 
private donations substantially increased in 1950 and 1951, reflecting the 
higher earnings of Indian business men and labourers in Ceylon as a 
result of the export boom and the relaxation in exchange control in 
Ceylon, where the limit for free remittances by Indian estate labourers 
was raised from Rs.60 per quarter to Rs.750 per quarter." 


PRIVATE CAPITAL MOVEMENTS AND SPECIAL OFFICIAL FINANCING 


Private capital investment, which for centuries served an important 
role in the economic development of the region, has declined to a relatively 
small amount in the post-war years. Moreover, because of unfavourable 
political and economic conditions, there have been frequent periods of 
flight not only of foreign capital but also, in some instances, of domestic 
capital. In many cases, the principal motive for capital flight is avoidance 
of present or feared political disturbances. In others, there may be mis- 
givings about nationalization, government competition, heavy taxation, 
discriminatory anti-foreign legislation or administration, currency depre- 
ciation, land reform, or, more vaguely, “controls” or “planning” left unde- 
fined. None of the countries of the region has sufficient foreign assets to 
withstand a capital flight for more than a few months. For this reason, 
almost all countries of the region have exchange controls on capital 
movements. 


Owing to the relatively small amount of private capital inflow, the fre- 
quent capital flights and the preference for investing surplus funds in 
foreign securities, there has been a tendency towards an increasing net 
outflow of private capital in the post-war years. However, this trend was 
arrested or reversed in many countries, at least temporarily, in 1951. 
Although there was still an outflow of private capital in 1951 in India and 
Indonesia, its scale was much reduced. In Pakistan, part of the capital 
inflow was long-term direct investment, as evidenced by the sale of share 
certificates registered with the Exchange Control, and another part was 
short-term capital. This inflow of private investment in 1951, as well as 
in 1949, was unusual among countries of the region. In the Philippines, 
- the change from a relatively large outflow to a small inflow of private 
capital was mainly due to a change in short-term capital investment. 
Direct investment, including reinvestment of earnings, mainly in branches 
and subsidiaries of United States enterprises, changed, however, from 
inflow to outflow. 


Ceylon was an exception to the general trend, its outflow of capital 
increasing considerably in 1951. This represented chiefly the repatriation 
of long-term British assets through sale to Ceylonese—a development 


® The relaxation of exchange control in Ceylon not only affected remittances for 
investment income and private donations, but also other current transactions to meet 
current payments of a personal nature, including education, travel, and charities. The 
relaxation mainly took the form of raising the limits below which remittances could 
be made freely. 
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Table 37. Private capital movements and special official financing of 
selected ECAFE countries* 


Private capital movements __ Special official financing _ 
U.S 
ae IBRD 
He peta Total ivediis loan Total» 

Burma (rupees) 

1950s series cen tire 11 1 12 oe —_— = 

195 ee See eer 2 11 14 20 — 20 
Ceylon (rupees) 

1949 oe erie siah areas — 22 — 22 — _ — 19 

1950 ice chee — 30 8 — 22 — — a 

LOST Te haseoe see —54 . 16 — 38 — os 1 
India® (rupees) 

TOA OR ce ey corse tie ee —201 — 27 —228 a 70 70 

TOS Opec ate eee ices custe — 39 —20-  — 59 — 95 165 

LOSI tate ees — 28 1 — 24 — 48 117 
Indonesia .(rupiahs ) 

1949 ve pois creree tine — 16 — 15 — 32 — a — 6 

E95 Ota cccoro eecrerertte 18 — 60 — 42 -- — — 37 

LOS Lexar deere keter 3 — 37 — 34 — _— —103 
Pakistan? (rupees) 

1940 Miter otic Peace 9 — 8e = = we 

IGE) Seancdkcooncnne = -- — = — = aR 

LOS Te asec seek 108 15h 25 a a — 2 
Philippines (pesos) 

1949) cok devo eses 12! — 38) — 26 406 aoe 399 

LOS O Mateos siects oa 5t —136) —131 333 = 327 

LOS [Ste tacire peice ara: — 21 12) 10 25 — 19 
Thailand (baht) 

1949: erate aitatte «es. = — —72 

1OSO entree mene cos 6 ate oe ee _ = —32 

TOS Upto wenvetstetes sare _ oe . 2.2 as —0.9 


Source: Data supplied by the International Monetary Fund. For India, Reserve 
Bank Bulletin, May 1952. 


® Absence of sign indicates net receipts; minus sign indicates net payments. 
> Other items than U.S. grants and credits and IBRD loan are not listed. 


eee aes transactions with Afghanistan. Transactions with Pakistan excluded 
in 1949, 


1 Including transactions with India since 27 February 1951 and those with Nepal 
and Tibet since 16 March 1951. 


° Rounding off figure of Rs.8.4 million which equals to Rs.8.8 millions for long-term 
“capital and Rs.—0.4 million for short-term capital 


_fGold and U.S. dollar subscriptions to International Monetary Fund and Interna- 
tional Bank for Reconstruction and Development. 


® Direct capital movement in Rakistan consists of long-term investments in Pakistan 
as evidenced by sale of share certificate registered in the Exchange Control. 


h Receipts of short-term capital are partly included in Miscellaneous Receipts. 
' Direct investment for 1950 and 1951 undistributed profits were excluded. 
} Bank liabilities to foreigners and other short-term capital. 


BALANCES OF TRADE AND PAYMENTS 137 


meee 


which is being fostered by the Government. It did not represent either a 
capital flight or a dumping of Ceylonese assets, but the Government would 
prefer it to be matched by an inflow of new capital. To secure capital for 
new projects, the Government has permitted both capital and income to 
be withdrawn freely if invested in government-approved projects. On the 
other hand, in the case of new projects, participants from outside the 
sterling area are required to bring in fresh capital, and not merely to 
transfer capital from elsewhere in the sterling area.?° Although Ceylon — 
relaxed its exchange control on current transactions, capital transactions 
remain under control. It is recognized that the adoption of a policy of 
controlling capital movements while permitting current transactions on a 
liberal scale, does entail some risk of capital movements being effected in 
the guise of current transactions; but it is expected that this will not be 
appreciable in extent. In August, the month prior to the new regulations, 
remittances to India were 7.3 million rupees. The figure rose to 10.9 mil- 
lion in October, then subsided to 9.4 million in December.?! One of the 
immediate effects of the relaxation was a steep fall in the premium which 
the Indian rupee had been able to command in the unofficial market. In 
the past, commercial transactions had frequently been the medium for 
transferring funds from Ceylon to India, e.g., by under-invoicing exports 
and over-invoicing imports, and the Control had to maintain a staff 
specially for the scrutiny of invoice values. With the fall in the premium 
rate this problem lost much of its importance.*? 


For the purpose of financing the rice export trade, Burma has to import 
seasonal capital, especially from India, during the last quarter of each 
year. This is repatriated at the end of the first quarter or in the second 
quarter of the following year after it has done its work. On top of this 
import of business capital, as in previous years, the 1950/51 busy season 
saw a large import of banking funds as well.?* Thus, during the first 
three months of 1951, commercial banks borrowed funds from abroad, 
which reached a peak of over Rs.40 million, or eight times greater than 
the amount for the corresponding period of 1950. The increase in the 
inflow of private long-term capital represented entirely a decrease of 
Burma’s liabilities and not an increase of its assets abroad. Private capital 
movement in Burma, as in some other countries in the region, was effected 
largely by foreigners resident in Burma. 


Within the sterling area, Malaya is faced with a problem of capital 
repatriation to India on a scale which has been likened to a capital flight. 
In 1948, the volume of Indian capital in Malaya was estimated at 
$M 3,980 million. Of this $M 440 million gross was subsequently repatri- 
ated, against an inflow of only $M 80 million of new funds; the net out- 


” This regulation follows the usual Commonwealth practice, and is a proviso to the 
more general rule which makes capital freely transferable from one existing sterling 
project to another. 

Central Bank of Ceylon, Annual Report of the Monetary Board, 1951, p. 16. 

= Central Bank of Ceylon Bulletin, November, 1951. 

* See Chapter X on “Money and Credit”, 
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flow of Indian capital was at a rate of $M 29 million per annum. The 
motives for repatriation are believed to be the relaxation of Indian tax- 
ation on remittances,*4 the fear of nationalization in Malaya, and the 
political disturbances in the countryside.”® 


Drains on foreign exchange reserves are particularly large, erratic, and 
unpredictable when repatriation of the principal of previous investments 
is permitted. For this reason Japan, although eager for private investment 
in many fields of heavy industry and liberal in permitting remission of 
profits and interest from approved projects, is unwilling to guarantee 
immediate repatriation of principal. Refusal to permit repatriation of 
foreign capital conflicts sharply with another stated objective of economic 
policy in many countries, namely, the more extensive participation of 
nationals in the economy. In 1951, however, only Ceylon found itself in a 
sufficiently favourable foreign exchange position to transfer foreign assets 
to native hands on a large scale without confiscation or expropriation. 


In the absence of active and large-scale private lending to under- 
developed countries, ‘special official financing” has become important in 
the past few years and is likely to be increasingly so in the future. The 
term “special official financing’ needs some explanation. According to the 
definition given by the International Monetary Fund,?° it covers all official 
donations and official capital movements other than those undertaken 
primarily to assist receiving countries in balance of payments difficulties. 
These transactions include contractual obligations (e.g., amortization and 
subscriptions to the International Monetary Fund and International Bank 
for Reconstruction and Development), and developmental loans for spe- 
cific projects similar to those that might be financed by private capital. 
Donations made without regard to the balance of payments situation, such 
as reparations and educational grants, are also included under special 
official financing. 


For special official financing of countries of the region, loans from the 
International Bank were important for India, Pakistan and Thailand, as 
were United States grants and credits for China (Taiwan), (see chapter 
IX), India, Indochina, Indonesia, and the Philippines, and Colombo Plan 
grants for Ceylon, India, Pakistan, and Malaya and British Borneo. 


*Tn an attempt to secure repatriation of the balances which are held by Indians 
abroad to avoid high Indian income taxes, a special tax remission was granted on such 
balances in October 1951. Income earned abroad has been exempted from Indian 
income tax to which it would become liable on remission to India, provided that: (1) 
the remittance is received in India before 1 April 1954; (2) half the amount is 
invested within three months in government securities through the Reserve Bank of 
India, which securities must be kept in the custody of the Reserve Bank for two 
years; and (3) unpaid income taxes, if any, are made a prior lien upon the other half 
of the remittance. It is too early to judge the effectiveness of this concession. 

*In addition, Malaya has acknowledged a war debt of $M 8 million to India on 
account of the provisioning of Japanese internees from Malaya transferred to India 
in 1941-42, Servicing of the debt, however, awaits a decision as to division of liability 
between Singapore and the Federation of Malaya. 


Seno Monetary Fund, Balance of Payments Yearbook, Volume 3, 1949-50, 


p. 
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India obtained three loans from the Bank in 1949 and 1950. The first 
loan of $34 million for railway rehabilitation (later reduced to $32.8 
million) has been fully disbursed. The second loan of $10 million was 
for importation of agricultural machinery for land reclamation, and the 
third loan of $18.5 million was for power development projects.2? The 
second and third loans were still being drawn on in 1951 as shown in 
table 37. 

India also received shipments of grain to the extent of $4.5 million 
from the United States Mutual Security Agency (MSA) and a loan 
of $190 million from the United States for purchase of wheat, to which 
reference will be made later in dealing with compensatory official financing. 
Under the Colombo Plan, in the period 1951-52, India was promised 
£A 4.2 million in the form of wheat flour and equipment from Australia, 


$15 million in the form of wheat flour and vehicles from Canada and 
£250,000 from New Zealand. 


Pakistan, at the end of 1951, received a loan of $27.2 million from the 
International Bank for railway development, and negotiations are under 
way for further loans for other development projects. Under the Colombo 
Plan, in the period 1951-52, Pakistan will receive £A 2 million from 
Australia and $10 million from Canada for purchase of capital goods, as 
well as £250,000 from New Zealand for an irrigation project. 

Thailand, in 1950, received three loans, totalling $25.4 million from the 
International Bank for railway rehabilitation, irrigation and port develop- 
ment. During 1951 Thailand drew $2.2 million of these loans, and ex- 
penditure of the loans is continuing into 1952. In the 18-month period 
from June 1950 to December 1951, Thailand received shipments of agri- 
cultural and industrial equipment, chemical and pharmaceutical products, 
etc., to the extent of $4.8 million out of an allocated $11.6 million from 
MSA. 

Indonesia, in 1950, was promised a total loan of $100 million by the 
United States Export-Import Bank for rehabilitation and development 
purposes. By mid-June 1951, $75 million of this sum had been received. 

Burma, in 1951, received a loan of £2.5 million from the United King- 
dom to assist the Union Government in financing its share of £5 million 
in a new joint oil venture with the Burma Oil Company. In the 18-month 
period, June 1950 to December 1951, Burma also received shipments of 
agricultural and industrial goods, etc., from MSA to the extent of $5.7 
million out of an authorized total of $15.6 million. In the same period, 
the three states of Indochina received shipments of food, agricultural and 
industrial equipment, etc., under MSA to the extent of $14 million out of 
an authorized total of $34 million. 

Ceylon, under the Colombo Plan, in the year 1951-52, is receiving 
£A 300,000 in the form of wheat flour from Australia and £NZ 250,000 
from New Zealand to finance agricultural development schemes. Towards 


77 International Bank for Reconstruction and Development, Sixth Annual Report, 
1950-51, pp. 20-21. 
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the end of 1951, a mission from the International Bank conducted an 
economic survey of Ceylon in connexion with negotiations for a develop- 
ment loan. id 
© As mentioned earlier, United States grants and credits to the Philip- 
pines, including payments for claims in respect to war damage, together 
with United States military expenditure and war veterans’ pensions, con- 
stituted a substantial part of the international receipts of the Philippines 
since the war. The total of these payments was, however, reduced con- 
siderably after 1949. In 1950, they accounted for 35 per cent of the total 
international receipts of the Philippines, but in 1951 they represented 
only 18 per cent. This reduction, combined with a substantial decline in 
export earnings, was the major factor responsible for the re-emergence 
of a balance of payments deficit in the second half of 1951. United States 
aid to the Philippines through MSA, in the period June 1950 to December 
1951, totalled $4.6 million in the form of food and agricultural commodi- 
ties, industrial goods, transport equipment, etc., out of an authorized total 
of $27 million. 

The United Kingdom territories of Malaya and British Borneo, under 
the Colombo Plan, are receiving substantial aid from the United Kingdom 
to the extent of £60 million over an unspecified period, for rehabilitation 
and development. 


It should be noted that only part of the aid described above is reflected 
in 1951 balance of payments statements. This is because part of the grants 
and loans was received in 1950 and part will not be received until 1952 or 
later. The increasing importance of foreign official capital investment 
contrasts with the relatively small private capital investment thus far 
available to the countries of the ECAFE region since the end of the 
Second World War. 


INTERNATIONAL FINANCE AND CHANGES IN FOREIGN ASSETS 
Surplus, deficit and compensatory official financing 


The international transactions discussed in the previous sections are 
all autonomous transactions, in the sense that they have been undertaken 
for their own sake in the expectation that they will yield a profit, discharge 
a debt or serve some personal need or other end quite unconnected with 
considerations of general exchange stability. The over-all surplus or deficit 
resulting from these autonomous transactions has to be covered by the 
financing provided by the monetary authorities which, as distinct from 
the autonomous transactions, is of a compensatory character. The mon- 
etary authorities engage in such financing, not to fulfil a contract or 
promote some individual investment projects, but to settle the existing 
balance of international transactions, with a view to maintaining exchange 
stability.* Compensatory financing includes, besides the expenditure of 

* However, the distinction between com 
times difficult to draw. The distinguishin 


that it is undertaken primarily to balance 
ing period. 


pensatory and special official financing is at 
g feature of a compensatory transaction is 
international transactions during the report- 


BALANCES OF TRADE AND PAYMENTS 141 


international reserves, the use of resources of the International Monetary 
Fund, official transactions in outstanding long-term obligations, and official 
loans and grants extended or received specifically for the purpose of 
balancing international transactions. Before the war, the movement of 
reserves was a reasonably good measure of their action in this respect; 
in the post-war period, however, compensatory official grants and loans 
have played a major role in settling international transactions.2® For 
countries in the region, this was especially true before the exchange 
devaluations in late 1949 when most countries of the region experienced 
heavy trade deficits.°° 


The surpluses or deficits in the balance of payments resulting from 
autonomous international transactions and from “errors and omissions”® 
for selected countries in the region where such data are available are 
shown in table 38. Ceylon, India, Pakistan, the Philippines and Indonesia 
experienced relatively large balance of payments deficits in 1949. In 1950, 
owing generally to the commodity boom, there was an improvement in 
the balance of payments position in all these countries and in Thailand. 


Table 38. Surplus or deficit in balances of payments of selected countries 


(Millions of currency units) 
Thailand 
Burma Ceylon India Pakistan Philippines Indonesia (U.S. 
(rupees) (rupees) (rupees) (rupees) (pesos) (rupiahs) dollars) 


1340 Bearer “2 —75 —1,634 —504 —359  —786 33.6 
LEG ay ea Pee 15 137 453 —129 173 574 73.9 


| OE pee eerie 194 109 —1,080 554 —112 327 89.3 


Sources and notes: see sources and notes for table 39 to table 47. 


The deficits turned into sizable surpluses in Ceylon, India, the Philippines 
and Indonesia; the deficit was greatly reduced in Pakistan; and the surplus 
increased in Thailand. In 1951, in Burma, Ceylon, Indonesia and Thailand 
(and also possibly Malaya which will be dealt with later), surpluses con- 
tinued, and in Pakistan the deficit was replaced by a large surplus, mainly 
on account of the extension of the commodity boom in early 1951. How- 
ever, in India and the Philippines, deficits reappeared. 


The component parts which jointly contributed to the over-all surplus 
or deficit, as well as their relative importance in the balance of payments 
and the means for financing in each individual country, are dealt with 


>The above discussion on compensatory official financing is based upon part I, 
“Concepts and Definitions”, in Balance of Payments Yearbook, 1949-1950, prepared 
by the International Monetary Fund. 

*® For instance, there were the United States grants and credits to China, south 
Korea, the Philippines and other countries of the region, the United Kingdom releases 
for current use of the blocked sterling balances of Ceylon, India and Pakistan, the 
Netherlands loans and credits to Indonesia and the French aid to Indochina. Inter- 
national Monetary Fund resources were also used by India in 1949, The bulk of these 
financial transactions were compensatory. 

31Tt is understood that the total of compensatory official financing is the counterpart 
of net surplus or deficit of all other recorded independent transactions in the balance 
of payments plus “errors and omissions”. 
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below under two groups: the sterling area countries and the non-sterling 
area countries. 


Position of sterling area countries 


In the early post-war years, partly because of heavy imports and partly 
because of transfers of capital to India, Burma’s balance of payments was 
in deficit. During 1945/46 and 1946/47, the deficit was offset by British 
military expenditure; but in 1947/48 it resulted in a reduction of foreign 
exchange reserves. Since then, owing to the imposition of import and 
exchange controls for safeguarding the low reserves and to the delay in 
implementing development programmes because of civil disturbances, 
Burma has achieved surpluses in the balance of payments through the 
increase in foreign exchange assets. The official holding of long- and 
short-term foreign assets, which increased from Rs.15 million in 1950 to 
Rs.194 million in 1951, was partly attributed to the increase in prices and 
volume of export commodities, including rice, metal ores and rubber, 
and partly to the reduction in net payments for services and private 
donations. Receipts of foreign aid also increased. 


Table 39. Burma: current and capital transactions 


(Million rupees) 


Current transactions 1950 1951 
Mradebalance- cas tee e ates ed wae Ce Con ees attain ie ae 216 282 
Non-mornetary; golds (het) 4.0 os otal eal wean eee el — 21 —12 
Services: oriet taca ok the out berate eae ee ae ea ears Gan eeenaN — 79 —42 
Dinations © ie Sis conte cocuiee ct cant ees citer «ere ee —101 —27@ 

: ‘ TorTaL 15 201 
INEtienrOrs and OMISSIONS % Gowen Ga. cee e UeGee ene taeeeem ee 12 7 


Movement of capital and monetary gold 


Private capital 
[ong=témm, Capital corde me sie ous a Se oN en AIO ae c ll 2 
short-termucapital "22 «asks ¢& aaa kak Ree ie ene 1 


Official capital and monetary gold 


ongeterm Capital S\.) veckaci- cans acon Cairns ¢ eee Sean - 30 
Snortetermr canital. ch ce ig okt huni Reie gk ee RIE ie eee 15 164 
Monetary xold! <5 ca) kinsox ue. ciecaniy ofa sich tc ce Mantes Ma a oe 

Tora” 27 207 


sh ource: Data supplied by the International Monetary Fund. 
® Including receipt of Rs.19.8 million of ECA aid, which is treated as official donation. 


Within these over-all surpluses, however, there were deficits with the 
dollar area, of Rs.0.4 million in 1950 and Rs.5.3 million in 1951. Never- 
theless Burma’s dealings with the dollar area had limited effects on the 
over-all balance of payments position, as dollar receipts in 1951 constituted 


less than one per cent of total receipts and dollar expenditure only 1.5 
per cent of total expenditure. 


In the early post-war years, the surplus in the balance of payments on 
government account has been responsible for reducing the deficits on 
private account, and in recent years it is this government surplus which 
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has been primarily responsible for the over-all surplus. This has been due 
to the fact that the major exports of Burma, including rice, are under 
government monopoly, while imports are mainly in private hands. Thus 
the foreign exchange proceeds were concentrated in the Government’s 
hands, and the Government, after making provision for its minimum re- 
quirements, allocated the balance of its earnings to private accounts. The 
Government’s net proceeds of foreign exchange were reduced slightly in 
1951, owing mainly to the fact that it allowed a greater share of rice 


exports to be in private hands and also because of large government 
expenditure abroad.*? 


In Ceylon, during 1950 and 1951, the large trade surpluses more than 
offset the deficits in services accounts and in private donations and capital 
movements ; the result was an increase in the holding of long-term foreign: 
securities and short-term foreign assets by the monetary authorities. 
More than one-half of the total surplus in 1951 was received during the 


Table 40. Ceylon: financing of international transactions 


(Million rupees) 


1949 1950 1951 

“SERA AA ARS ee eee ae pn eon —16 242 343 
RPRUICES LCC cae coe ie nes Bae nos cen wis os oe 46 —34 —148 
Peaearctr ere Wit tCRIS So Se tie cn mie = watenmn s Sow.s Sieh « —58 —69 — 76 
Private capital. movements: 2... 220.202 ceeds ceeess —22 —22 — 38 
Special oficil francine. oes a cep oso siowiwine «as 0 —19 % 1 
Net errors ain OMISSIONS”) oo ciscbis tec cls ances ny — 6 20 27 
Surplus or deficit (—) —75 137 109 

Compensatory official financing 

Pong-term. sectrities 2. = Spear ince so cen enve ore 57 11> — 75> 
Shost-terimsassets, ooeu acdsee cc cas coxa cles soces 18 —152 — 35 
Short-term Haptitties 225 722. Sco. cee te ee ee ce <s a 4 1 
TOTAL 75 —137 —109 


Source: Data supplied by the International Monetary Fund. zt 

a Including net movement of non-monetary gold to the amount of Rs.2 million each 
year. 

> Including investment by miscellaneous government funds which should be classified 
as special official financing. 


2 A different form of classification in Burma’s balance of payments is given below: 
Burma: balance of payments 
(Million rupees) 


1950 19518 
Trade balance 
LP TIV IE, Sono bere 6 ode Don wae Po, oe, ty vin ele Ud Siew 35:4 —345 —227 
WIG CTERINOSSE Yo oo ad oe adn Sarrin eel x woe Dae oni kt 552 530 
Tora. 207 303 
Balance of non-trade items : 
TVARE My sa tle Parte na ad ada Co 6 teva ahi ee ds —112 —4 
Sabo Pe PNR SS oda sree Maa te.4 ey 7) aa i! 
Tota, —194 —116 
Over-all balance bs 
EVALG a aia ds Weide s clas chemin Bo Slatecoe ee} 494.0 89 78 —457 — 
Stat EC cena ean fe 470 459 
ToTaL 13 187 


Source: Union Bank of Burma. 
* Total of Rs.21.9 million representing the c.i.f. value of goods and services received under ECA 
is not included here as in table 39. 
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i i i f rubber. The surplus 
first quarter, prior to the sharp fall in the prices of rul : 
in 1981, however, was 30 per cent less than that in 1950, mainly because 
of the much larger outward payment on services. 


or Malaya there is a fairly complete statement of the balance of pay- 
eo on ee. account for the fiscal year ended 30 June 1951. This, 
however, does not reflect the subsequent unfavourable turn in rubber and 
tin prices. It shows an active balance of $M 1,954 million on merchandise 
trade, and a deficit of $M 60 million on other current transactions. By 
currency areas, the merchandise surplus is concentrated in the hard 
currency area ($M 1,526 million, against $M 368 million in sterling), 
thus making possible a further substantial contribution to the sterling area 
dollar pool against increased holdings of sterling balances by Malaya. An 
estimate of Malaya’s balance of payments on current account is shown in 
table 41 below. 


Table 41. Malaya: balance of payments on current account for the year 
ending 30 June 1951 


(Million Malayan dollars) 


Tradevbalance!...s-..--- sec ccecvcecesesccccescceescens 
U.K. government expenditure 
Euelxand! ships: stores... de.~ceeseeturmeunes¢ comune eae 
Breight*s charges ac ost vest csaaw ee Geoeewn came oan eee 
Interest; dividends and proits .. dccsccueeenvnas ce wumuews 
Remittances) tern csdsrncce ee cet a 
‘Draveleeseaceucsuses ners sees *. 
Miscellaneous 


Soe HHH HOHE HH EHH HEHEHE HEHEHE HEHEHE OD 


Of which: 
With hard ictirreticy Breas: ccc caceeece ee ee cence eee 1,526 
With sterling and other areas 368 


Source: Government of Singapore, Economic Bulletin, April 1952. 


In Pakistan, the three-and-a-half-fold increase in the trade surplus in 
1951 was the sole factor responsible for the large balance of payments 
surplus of Rs.554 million, which compared with a deficit of Rs.129 million 
in the previous year. Although the net outward payment on services, 
which includes government’s imports and is the second largest item in the 
autonomous international transactions, also increased by 65 per cent, the « 
absolute increase was only one-third of the increase of the trade surplus. 
The balance of payments surplus resulted in a correspondingly large 


increase in long-term securities (mostly sterling) and short-term sterling 
assets. 


Pakistan’s gold, dollar, and sterling balance reserve position was re- 
ported as Rs.1,480 million on 31 March 1952, as compared with Rs.980 
million on 1 January 1950, and 1,380 million on 31 March 1951. The 
increased balances for the fiscal year 1950/51 were due to dealings with 
countries outside the dollar and sterling areas, the surplus with such 
countries increasing almost sixfold over that in 1948/49. Pakistan’s dollar 
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deficit in 1950/51 is ascribable primarily to government rather than private 
purchases, these accounting for 62 per cent of dollar payments during 
the period. As government-sponsored development projects grow in im- 
portance, the trend toward increased significance of government trans- 
actions in the payments position is expected to continue, not only in 
Pakistan but in many other countries of the region. 


Table 42. Pakistan: financing of international transactions 
(Million rupees) 


1949 1950 1951 
OM AERIS 4G gists AW ee had Une Ux k'cw ns — 9 B52 1,258 
SETTLES Stns ory eee i a, pea Sey a ge —412 —425 —704 
BPDEVAUES MIOP TIONS co ceeu cee smes ose nciss Soedcsi os — 28 — 27 — 25 
Private capital movements ..............2....: 8 -— Ze 
Eectatoieial: RVARCIAS. cose ns ace wide asec «03 _ — 18 — 2 
Weherrors anid Omissions 20. 2s .cce sc sccnseccece — 63 — ll iz 
Surplus or deficit (—) —504 —129 554 

Compensatory official financing 
eae ter is | SPENTIEICH oto cas pF aa > UaCis oo o's owe — — 61 —493 
Pine FON BADEN IES (on kh pisses sheen poe ree — 19 — 4 — 13 
UME FECTED ASSET awe gay dam oan eos o's 409.0 0 v0.0 523 194 — 48 
SUS Ts Se ee ae ee 208 — 58 
LSM RONATIASBCLS OL cops nucaee cKake pee vewe — 9 3 
her short-ternt assets eco owes eis 0 se oe 52 — § 8 
ToTAL 504 129 —554 


Source: Data supplied by the International Monetary Fund. 

Note: Transactions with India are included since 27 February 1951 and those with 
Nepal and Tibet from 16 March 1951 as transactions with these countries were subject 
to exchange control. 


India’s payments position, which had been reasonably satisfactory in 
1950, took a sharp turn for the worse in 1951, as is shown in table 43. 
The change was due almost entirely to the trade deficit. This was largely 
the result of a low level of exports during the second half year, a rapid 
increase in imports on account of high import prices, crop failures, and 
a deliberate policy of inflation control through increased imported sup- 
plies. The food shortages were at once the most striking and the most 
significant. The total shift in India’s trade position amounted to about 
Rs.1,700 million in a passive direction. If the outward movement of 
private capital had been of the same scale as in 1949, the deficit would 
have been still larger. Private donations and invisible items, however, pro- 
vided a sizable amount of foreign exchange in offsetting deficits in trade 
and other items. The trade deficit occurred in the second half of the year ; 
it was mainly with North America, Pakistan, and Western Europe.** The 


3 Indian trade with the United Kingdom was approximately balanced in 1950. In 
1951, the active balance rose to £38 million. The rise, however, was partly due to 
the large exports to the United Kingdom and partly due to failure of the United 
Kingdom to supply capital goods as expected, because of shortages of steel products. 
As a result, Indian demand was shifted to continental Europe (particularly Western 
Germany), with which payments difficulties arose corresponding to the surplus with 
the United Kingdom. The proportion of Indian trade financed with hard currencies 
rose simultaneously from 20 to 40, while the sterling percentage fell from 62 to 40. 
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pressure exercised on the balances of trade and payments by the heavy 
imports of foodstuffs was relieved by the large United States food loan of 
$US 190 million granted in June, which by the end of the year had been 
drawn on to the extent of Rs.585 million. The remainder of the deficit 
was met by a great increase of short-term liabilities, including an inflow 
of banking funds** and a reduction of short-term assets. The unusually 
large increase in short-term liabilities will, in due course, further reduce 
the short-term assets, unless there is a new inflow of short-term capital 
of a corresponding amount. The possibility of a serious payments crisis 
in 1952 cannot be discounted, particularly if the weather proves un- 
favourable for crops in any large area of India. 


The Indian trade deficit in 1951 did not cause a significant drain upon 
the gold and dollar reserves of the sterling area dollar pool, since the dollar 
element of the deficit was financed largely by direct loans and grants from 
the United States to India. The net deficit of dollars was $14 million, as 
compared with a surplus of $71 million which had accrued to the sterling 
area central reserves on account of India’s active balance in the preceding 
year. India’s trade position with the dollar countries, has, however, nor- 
mally been slightly passive since the partition of 1947.*° Without aid from 
the United States, the sterling area may find it difficult to finance annual 


Table 43. India: financing of international transactions* 


(Million rupees) 


1949 1950 1951 

Prades balance. tcc se ec attnaies aerate nah eae a —2,022 281 —1,397 
Set viGesnwietA wtcktas Oveees want ae vera tk ale ee ee 96 178 319 
Private-doiatiOns.as- oe. Sema < ett Sa enes s 103 116 143 
Private. capitalgmovements <<... cece ws cece cn — 228 — 59 — 24 
Special oticial #onancing sas ecnamecee eee un we 70 165 117 
Net lerronrssand omissions: \..cse<eekee tent cs 347 —228> — 238 
Surplus or deficit (—) —1,634 453 —1,080 

Compensatory official financing 
ECA grant and’ U.S. food loan... ....s. es < “= 21 585 
Balances under barter agreements ........ 109 20 = 
Onn told Mallandanmn saa toe ede eee k eaten 46 — — 
Repatriation of Indian currency .......... — —126 — 193 
Foreign official holdings of rupee securities — 65 — 19 — 15 
Long-term British securities ............. 50 24 -— 
Use of IMF resources ..... RA tice aR 105 — — 
Other short-term liabilities ............... — 24 —119 237 
Other short-term assets (increase —) .... 1,413 —254 467 
Totat 1,634 —453 ~ 1,080 


Source: Data supplied by the I i 
Fo Pesta eri Pe rece y the International Monetary Fund. Also Reserve Bank of 


gt transactions with Afghanistan. Transactions with Pakistan excluded in 


» Including net non-monetary gold movement of Rs.1 million. 


«See chapter X on “Money and Credit”. 
The deficit was $96 million in 1948, $69 million in 1949. 
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Indian deficits, when these are added to the deficits of the United King- 


dom and other member countries with dollar deficits.*® 


Within the relative freedom of the sterling area itself, India has had 
a series of trade and payments deficits arising from transactions with 
Pakistan. A trade agreement between the two countries was signed in 
February 1951, providing resumption of large-scale trade which had 
ceased in the autumn of 1949.8" India recognized the existing exchange 
value of the Pakistan rupee and the long-standing exchange deadlock 
between the two countries was ended. As from 27 February, it was agreed 
that the two central banks should buy and sell each other’s rupees through 
authorized dealers at 144 Indian rupees to 100 Pakistan rupees with 
margin spread.** The balance accumulated by each side was to be con- 
vertible into free sterling without any restrictions. Full exchange control 
was applied by the two countries in regard to their mutual transactions. 


Under the February 1951 agreement, an approximate trade and pay- 
ments balance was hoped for, but in fact India developed a passive trade 
balance of 535 million rupees and a passive current account balance of 
469 million rupees. India’s exports to Pakistan actually fell below the 
1950 level. The main reasons for these developments were: 


(1) Rising prices of Pakistan raw materials, particularly cotton and 
jute, coupled with high Pakistan export duties ; 


(2) Competition from Japan and the effects of a power failure in the 
Bombay area, serving to reduce Indian textile exports to Pakistan below 
expectations ; 


(3) Delays in planned deliveries of Indian coal, steel, etc., due to trans- 
port difficulties ; 


(4) The action of the Pakistan exchange control, despite Pakistan’s 
active balance of trade, in withholding permission for large-scale transfers 
to India on invisible and capital accounts, pending settlement of other 
financial issues outstanding between the two countries. 


India’s net active balance on invisibles was only Rs.6.6 million in 1951. 
India’s 535-million-rupee passive trade balance with Pakistan in 1951, it 
will be observed, compared with a passive trade balance of Rs.862 mil- 
lion with the rest of the world. This has given rise to some concern in 
India. India has proposed to eliminate the deficit by trying to do without 


% The difficulty of financing such deficits will naturally increase if dollar surplus 
countries of the sterling area hold substantial amounts of their dollar earnings in 
independent reserves apart from the sterling area dollar pool. Ceylon has been given 
this privilege, and there is pressure for it in other surplus countries as well. 

3 Over the 18 months from June 1948 to December 1949, India’s trade deficit with 
Pakistan was 433.3 million rupees, and its payments deficit 332.7 million rupees. 

8 On 19 March, an initial par value of Pakistan rupees 3.30852 to the dollar, which 
was identical with the exchange rate prior to September 1949, was accepted by the 
International Monetary Fund. In the Fund’s judgment the par value appeared appro- 
priate in the light of the balance of payments prospects of Pakistan and current 
world market trends. See International Monetary Fund, Annual Report 1951, p. 44. 
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Pakistan cotton, food and jute as far as possible. Such restrictionism is 
the easiest short-run solution, but it would be more satisfactory in the 
long run to expand Indian exports, both to Pakistan and elsewhere, despite 
rising Japanese competition. An important step in this direction _was 
taken by India in February 1952, when the export duty on Indian hessians, 
which were at a disadvantage on world markets as against rival jute, 
cotton and paper products, was cut to 50 per cent of its 1951 level. 


The ECAFE region and the sterling area’s payments problem 


The boom in raw material exports of the sterling area countries in the 
region coincided with, and was partly responsible for, the eased dollar 
position of the sterling area during the second half of 1950 and the first 
half of 1951. The subsidence of the export boom also coincided with the 
renewal of dollar shortage in the sterling area. A number of other factors, 
however, should also be mentioned as contributing to the United Kingdom 
and sterling area payments crisis,*® to modify the half-truth that the 
sterling area dollar position rises and falls with the rubber and tin of the 
ECAFE region, or for that matter with the wool of Australia and New 
Zealand.*° 


In addition to the decline in the dollar export surpluses in the ECAFE 
region, the sterling area dollar position suffered from a number of co- 
incident difficulties during the latter half of 1951, operating from the side 
of both imports and exports of the United Kingdom: 


(1) The decline in United States demand in the second half of 1951 
affected not only the raw material exports of the ECAFE countries, 


Australia and New Zealand, but also the manufactures and other exports 
of the United Kingdom; 


(2) The disagreement between the United Kingdom and Iran regard- 
ing nationalization of Iranian oil, culminating in the closing of the Abadan 
refinery, caused the sterling area to shift oil imports from Iran (which 
had accepted payment in sterling) to dollar countries; 


* The payments crisis should not be interpreted too narrowly as a dollar crisis 
alone. The sterling area losses of gold and dollar reserves in the third quarter of 1951 
were approximately twice the corresponding gains of the United States, indicating 
deterioration of the sterling area payments position relative to other countries as well, 
Actually, in addition to those by the United States, substantial gains in gold and 
dollars were made by Western Germany and Belgium in Europe, and by Indonesia 
and Japan in the Far East. Cf. Economic Commission for Europe, Economic Survey 
of Europe in 1951 (United Nations : Geneva, 1952), p. 10. 

The total deterioration of the sterling area’s payments position in th 
of 1950 amounted to approximately $1,500 milion, of which over $500 pet as 
slightly more than one third, can be accounted for by the declining proceeds of imports 
of rubber, tin, and wool to the United States and Western Europe. bid. te eS Os 
the deterioration in the sterling area’s balance of payments with the dollar area between 
the first and the second halves of 1951, the outer sterling area accounted for 32 per 
cent and the United Kingdom 48 per cent; the residue cannot be allocated ~The 
corresponding shares in the deterioration of the sterling area’s balance of payments 
with the European Payments Union were 48 per cent and 39 per cent respectively” 
Economic Commission for Europe, Economic Bulletin, Vol. 4, No. 1. Z tap 
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ee 


(3) United Kingdom private stock-piles of a number of dollar com- 
modities, both raw materials and food which had been permitted to run 
down somewhat in the previous twelve months, required replenishing, 
usually at higher prices. United Kingdom dollar imports in the third 
quarter of 1951 were $600 million, as against a $316 million quarterly 
average in the second half of 1950; 


(4) Pressure on the engineering trades, resulting from shortages of 
steel, and from the growing requirements of rearmament, which limited 
British exports of capital goods. With regard to steel in particular, lack 
of scrap produced shortages requiring imports from Western Germany, 
besides necessitating suspension of the United Kingdom’s normal status 
as an exporter of this basic industrial raw material ; 


(5) The available volume of American aid under the European Re- 
covery Programme was reduced from a quarterly average of $146 million 
in the second half of 1950 to $77 million in the first half of 1951 and to 
$40 million in the third quarter of the year; 


(6) Speculative balances were withdrawn which had entered the United 
Kingdom in the previous year, when upward revaluation of the pound 
sterling had been rumoured. In addition, there was probably a further 
capital flight as a result of an equally ill-founded contrary rumour of a 
further sterling devaluation in the third quarter of 1951. 


At the same time, there developed within the sterling area itself a 
changed payments pattern, involving the United Kingdom and several 
sterling area countries of the ECAFE region, which will place a strain on 
the operation of the sterling area. In pre-war years, a triangular pattern 
had come to be set up between the United Kingdom, the raw material 
producing countries of the sterling area, and the rest of the world, mean- 
ing particularly the dollar area. Under this triangular pattern, the raw 
material producers earned a surplus with the dollar area but a deficit with 
the United Kingdom. The dollar surplus was transferred to the United 
Kingdom in payment for the raw material producers’ current and capital 
deficits. In the United Kingdom it paid for the bulk of that country’s 
deficits with the dollar area. Although this triangular pattern did not work 
with perfect smoothness during the postwar years, as witness the several 
payments crises of the United Kingdom over the period 1946-49, its main 
outlines were still clearly visible. 


In 1950-51, the picture changed somewhat. The dollar surpluses of the 
raw material producing countries continued, as did the dollar deficit of the 
United Kingdom. The balancing item, namely the sterling surplus of the 
United Kingdom with the raw material producing countries, however, dis- 
appeared in 1951. There had already been a tendency in this direction 
in 1950 when the trade deficit with the United Kingdom of the six 
sterling area countries of the region had declined steeply from $340 
million in 1949 to $40 million in 1950. In 1951, this small deficit 
turned into a rather large surplus of $180 million, In the main, this 
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change was due to the remarkable shift in the terms of trade, which 
became unfavourable to the United Kingdom, although other factors were 
also at work, e.g., the replenishing of inventories in the United Kingdom 
and the limited capacity of British steel and capital goods industries as 
explained above. Unable to secure desired capital and development goods 
from the United Kingdom, the countries of the region have turned to 
Japan, to Western Germany and, to some extent, to the United States. 
Further, the British textile industry, another major source of the active 
United Kingdom trade balance with the raw material producing countries, 
has found its exports reduced by high costs as compared with competitors 
in India and Japan, and by protective policies in countries like Pakistan, 
which seek to build up independent textile industries utilizing domestic 
raw materials. 

Instead of a United Kingdom export surplus, the balancing item of the 
triangle has become a kind of unofficial loan with accumulated idle sterling 
balances as its counterpart, and transmittal of the raw material producing 
countries’ dollar surpluses to the sterling area dollar pool in London, 
where they are drawn upon by the United Kingdom, India, and other 
members. This system can endure only so long as Australia, Ceylon and 
Malaya are willing to continue their disguised lending to other members of 
the sterling area. However, the situation changed in late 1951. The inde- 
pendent members of the oversea sterling area began to draw heavily upon 
their sterling balances,*! although the dependent territories continued to 
accumulate sterling balances. In the second half of 1951, as compared 
with the first half, the import surpluses of Burma and Hong Kong 
with the United Kingdom increased, the export surplus of Pakistan turned 
into an import surplus and the export surpluses of Ceylon and Malaya 
declined. In India, however, the export surplus with the United Kingdom 
increased during the same period. The total trade balance of the six 
sterling area countries of the region with the United Kingdom still showed 
an export surplus, although it was reduced by about one-third in the 
second half as compared with the first half of 1951. 


The question arises as to how far the independent members of the 
sterling area would continue to allow their sterling balances to be accumu- 
lated notwithstanding the steady depreciation of these balances in real 
terms. In connexion with this strain developing in the operation of the 
sterling area, a modification, indeed, appeared in the system as early as 
September 1950, when Ceylon was allowed to hold part of its dollar 
surplus in reserves separate from the sterling area dollar pool. By the 
terms of this agreement, the United Kingdom transferred £4 million in 
gold from the sterling area’s central gold and dollar reserve to the credit 
of the Central Bank of Ceylon. Since December 1950, the Central Bank 
has taken over the responsibility of providing dollars for authorized ex- 
change dealers in Ceylon; to secure funds for this responsibility, part of 


“ Australia drew down its sterling balances in the second half of 1951 and early in 


1952 to such an extent that extremel i icti i 
y severe import restrictio i 
area goods had to be imposed. = ma see bat alah 


ae 
a 


: 
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Ceylon’s surplus earnings from the dollar area accrues directly to the 
credit of the Central Bank, which may thus hold dollar balances over and 
beyond those periodically allocated to it from the sterling area dollar 
pool.*? At the same time, Ceylon remains a member of the sterling area, 
and as such is entitled to its share in the dollar assets of the central pool. 
Notwithstanding the changed position of the United Kingdom within the 
sterling area, and the danger to the internal cohesion of the area as a whole, 
no definitive solution has yet been worked out for the problem which gave 
rise to it. The Commonwealth Finance Ministers’ Conference, in January 
1952, recommended the reduction of dollar imports as a stop-gap measure, 
but it is difficult to envisage any prolonged continuance of this policy, 
unless the dollar-earning members can secure the consumption and develop- 
ment goods they require on reasonable terms from sterling area sources, 
notably the United Kingdom. 


In spite of the tendency to accumulate new sterling balances, the dis- 
position of the old idle sterling balances of Ceylon, India and Pakistan 
was well under way. In October, the United Kingdom agreed to the 
transfer of £310 million of Indian balances in London from blocked to 
current account, on condition that it be held as a currency reserve against 
the Indian rupee and not drawn down without prior consultation.*? In 
addition, the balance remaining blocked was to be drawn down by £35 mil- 
lion a year for six years, at the end of which period the remaining blocked 
balances should be inconsiderable and India’s blocked balance problem 
solved. These annual instalments will be freely usable by India for either 
current or capital transactions. 


Similarly, as a result of the Anglo-Pakistan agreement in September, 
Pakistan’s blocked sterling balances in London are to be liquidated over 
the six year period 1951-57. The total release over the period is to be 
£54 million, Pakistan’s entire balance in No. 2 (blocked) account. Of this 
amount, £30 million is to take the form of additional reserves for the 
Pakistan rupee, £4 million in gold and the remainder in sterling; it cannot 
be drawn down unilaterally by Pakistan. The remaining £24 million is 
available at £4 million per annum, with larger sums available on con- 
sultation between Pakistan and the United Kingdom. It will constitute a 
significant part of the £160 million which Pakistan hopes to acquire abroad 
for its £280 million six-year development programme. 


In Ceylon, the transfer of gold reserve was only part of an agreement 
for the unblocking of sterling balances acquired by Ceylon during the war. 
Prior to the agreement, £25 million were held to Ceylon’s credit in a 


“ Actually, the great bulk of Ceylon’s external assets (which totalled Rs.1,076.5 
million at the end of 1950 and Rs.1,185.3 million at the end of 1951) continue to be 
held in sterling, with rather less than 10 per cent on the average in dollars. 

“Thus for practical purposes, the £310 million have been unblocked in name only. 
India may, however, be able to invest its currency reserve more remuneratively than 
in the 0.5 per cent United Kingdom Treasury Bills in which the No. 2 accounts have 
been held. (The same analysis applies to unblocking of the Pakistan sterling balances, 
which is discussed below.) 
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No. 2 (blocked) account in London. In addition to releasing the gold 
referred to in the text, the United Kingdom pledged itself to release 
£3 million annually over a seven-year period (1950-57) to a No. 1 (cur- 
rent or unblocked) account, whenever Ceylon’s balance in No. 1 account 
fell below £12 million, as it was expected to do in consequence of Ceylon’s 
plans for economic development. (The balance stood at £37 million, how- 
ever, at the end of 1950.) As Ceylon’s Minister of Finance expressed 
it in his 1951/52 budget speech: “The new agreement means that the 
problem of blocked sterling is no longer a barrier to our economic 
development”. 


Position of non-sterling area countries 


In Indonesia, the large trade surplus more than offset the deficit on 
service account and resulted in a surplus on. current account in 1951. 
There was continuous outflow of private as well as official capital, but the 
amount was not large. The net position in the balance of payments was 
still favourable and there was again an increase in sterling and dollar 
balances and monetary gold. However, the surplus was reduced consider- 
ably as compared with 1950. 


Table 44. Indonesia: financing of international transactions, 
1949-51 (provisional) 


(Million rupiahs) 


1949 1950 1951 
‘Trade: balance uawswss soc ckecnsh Gree cacereuaaee —180 954 1,085 
ervices, ets. ujccaeack awe se cece es eases —501 —351 —443 
Privatevca pitals movements. casinos uch a aaa — 32 — 42 64 
Specialsoicial sinancin en oan aston cue Same ee eee — 6 — 37 —103 
Net errors?and omissiong +s... cs ys ceuan kee cae nes — 67 50 —178 
Surplus or deficit (—) —786 57 327 
Compensatory official financing 
GAS grant and icredits <cccceer eee eme te eaten 207 146 2 
Grants extended by the Netherlands 
Government taeaca ve ee cette cane oaks 459 16 - 
Long-term credits extended by the Netherlands 
Government finn sivas os « heen Gan ee eee ee 136 -- 200 
Other compensatory official financing ......... — 51 — &6 
Sterling balances (increase —) ..........005. — 7 —210 — 47 
Dollar balances (increase— ).........ecee00. —ll —359 —126 
Monétary gold *Cincrease —) ioc cevcnc cot wrce a —116 —270 
Tora. 786 —574 —327 


Source: Data supplied by the International Monetary Fund. 


The major weakness of the Philippines’ payments position in the post- 
war period has been: (1) the great inadequacy of export earnings, (2) the 
heavy dependence on United States Government payments, and (3) the 
very large increase in volume and value of imports. In 1950, however 
there was a substantial surplus resulting from the application of stringent 
controls over imports and foreign exchange transactions, and from a ae 
favourable turn in export prices. This surplus, however, proved to be 


- 
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temporary, and a deficit re-emerged in 1951. This was the result of a 
large increase in the trade deficit and a considerable reduction in the 
United States’ grants, loans and expenditures, which more than counter- 
balanced a small inflow of private capital and an increase of exports of 
non-monetary gold. The international reserve was therefore substantially 
reduced and reached a lower level than that at the end of 1950. As the 
United States expenditures were considerably reduced in 1951, the struc- 
ture of Philippine international receipts appeared to have changed and 
to approximate more to the pre-war pattern. Export receipts accounted 
for about 68 per cent of total receipts, as compared with 62 per cent 
during 1935-40 and 39 per cent during 1947-49. At the same time, 
the relative position of imports in total payments also returned to approx- 
imately the pre-war position, being 82 per cent in 1951, as compared with 
81 per cent during 1935-40 and 91 per cent during 1947-49. Looking 
to 1952, the Central Bank of the Philippines has estimated that, should 
the terms of trade remain unfavourable, as they were in late 1951, the 
import level be maintained, and other items in the balance of payments 
remain unchanged, the country would have a deficit of about $50 million. 
As the United States economic assistance programme (MSA) is at present 
running at a rate of about $30 million a year, a further $20 million increase 
in exchange receipts must be achieved by the economy in order to pay 
for the desirable level of imports.** 


Table 45. Philippines: financing of international transactions 
(Million pesos) 


1949 1950 1951 
Bi graces AATCC eee at ee oie eal owiehe owe a ats oss; Sai = —651 — lil —142 
Non-monetary gold movement ...........---eeees 20 23 27 
OEMICES PEs ce eo ee he see ie sarees Sees oars 525 57 35 12 
Peruse dOnanousi ase ar owe cee sha cs coe tac antes 31 22 16 
Private capital movements 15620220 0cc0eecercces — 26 —131 10 
Brecetal oficial fiance’... spec ae cess vencsee >> 399 327 19 
INGE ef rOrs ANUTONNSSIONS '5s 9 60 54 cow cle ele recs bass —189 — 92 — 54 
Surplus or deficit (—) —359 173 —112 

Compensatory official financing 
Par PCOlIC SECHEITION amine Sanne co oer car sels e pe.s tte 0 — 2 4 6 
Short-term assets, net (increase —)............ 361 —173 113 
Monetary gold (increase —).........seeeeeeee — — 4 — 7 
Toran 359 —173 112 


Source: Data supplied by the International Monetary Fund. 


The increase in the trade surplus of Thailand was the main factor pro- 
ducing a balance of payments surplus, largely in sterling. The apparent 
decumulation of sterling shown in table 46 for 1951 is deceptive. Actually 
Thailand had been accumulating sterling balances for several years, but, 
during 1951, purchased $66.4 million of bonds of the International Bank 
for Reconstruction and Development, of which approximately 70 per cent 


“Central Bank of the Philippines, Annual Report, 1951. 
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was financed in sterling. It may appear anomalous to find Thailand pur- 
chasing securities of the International Bank and simultaneously borrowing 
from the same institution. The loans by the Bank, however, were made 
in dollars and used for purchases of capital goods in dollar areas, whereas 
Thailand’s sterling balances were not transferable into dollars, and capital 
goods were not obtainable readily from the United Kingdom itself.*° 
Besides this disposal of its large holdings of sterling, the Bank of Thai- 
land provided unlimited sterling to the commercial banks at the Bank’s 
announced selling rate. The free market rate of sterling tended to approx- 
imate very closely to this rate, while the free market rate of United States 
dollars usually found its own level to the baht, by bringing the dollar- 
sterling cross rate very close to that prevailing on the more important free 
market of Hong Kong. The Bank’s pound sterling selling rate was low- 
ered step by step from 51 baht in early 1951 to 45 baht in early 1952, 
compared with the official rate of 35 baht. The dollar rate on the free 
market declined accordingly from about 22 to 19 baht during the same 
period, compared with the official rate of 12.5 baht. The effects of the 
appreciation of the baht on price levels will be discussed in chapter XII 
on “Inflation and Deflation”. 


Table 46. Thailand: financing of international transactions 
(Million dollars) 


1949 1950 1951 
radebalance-aqiget.cc, raat Pon eure cea ce aaa 66.2 78.7 92.0 
Senvicessnet Stacnis ces uote aba eens pee eet — 86 — 65 — 19 
Specialsoiicial’ inancince: Aa fe eee Wt eee —72 — 3.2 — 0.9 
INetkerrors and somissions® «a nda ckicn eco ae eee —16.8 49 0.1 

Surplus or deficit (—) 33.6 73.9 89.3 
Compensatory official financing 

[cansetrom India and UscsAc: aoeee sence aes —13.8 — — 
IPONg=termaasSets . Wer us ceeds Pokncetk Coe — — —66.4 

Short-term assets (increase — ) 
Sterling wo ching Coro rc oe oe ema eee eee —31.1 —55.2 20.4 
Dollar Sim simestos <n brute «wed area oe 32.3 —21.8 —47.2 
Rupees Suatcorecs san teraah ve oe eee eee 21.6 3.8 0.3 
Other crew er Ties TIP ee oP — 2.6 — 0.7 3.6 
Monetary wold), (incréase’ ==), neu. ctee. doek —40.0 -- — 
Tota —33.6 —73.9 —89.3 


Source: Data supplied by the International Monetary Fund. 


“Including net non-monetary gold movement, —0.1 milli 
—0.3 million dollars for 1951, ts prea ata elt 


Changes in international reserves 


While compensatory official financing gives a clear picture of the various 


means of financing gaps in autonomous payments transactions, changes in 


international reserves, consisting of the most liquid assets, including gold 
. . . . 4 Y 

dollar and sterling balances, indicate the international liquidity of in- 
“Thailand did, however 


farmers for purchase of t 
purchased under this prog: 


, make sterling exchange available at the official r 

: : ng ate to 
ractors in the United Kingdom. Some 60,000 tractors were 
ramme in 1951; a larger volume is planned in 1952. 
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dividual countries. Between June 1950 and June 1951) the considerable 
improvement in the net payments positions of most countries in the region 
had resulted in a substantial rise of official gold and foreign exchange 
assets. However, except in Indonesia and Thailand, the reserves had not 
regained their 1948 year-end level. This was true of Ceylon, India, 
Pakistan and the Philippines, where such statistics are available. For the 
six countries as a whole, the total reserves were still far below those held 
at the end of 1948. In the second half of 1951, the reserve level fell again 
in India, the Philippines and Thailand. Comparing the reserve level for 
the six countries as a whole, at the end of 1951, it is found that it was 
$107 million, or 3 per cent, higher than a year previously, but still 30 per 
cent below the level at the end of 1948. Adding about $40 million surplus 
in the balance of payments of Burma and the $430 million trade surplus 
of Malaya, and assuming that these all resulted in a corresponding in- 
crease in short-term foreign assets, the total increase of international 
reserves during 1951 in the eight countries would be about $580 million. 


The increase in the foreign exchange assets of countries of the region 
have, however, proved to be more apparent than real, since they have been 
virtually cancelled by the fall in the purchasing power of the total foreign 
exchange assets on account of the increase in import prices. Assuming 
that import prices increased by 20 per cent on the average during 1950 
and 1951, the real value of the total reserves at the end of 1951 increased 
slightly over that of a year ago in Indonesia, Pakistan and possibly Malaya, 
but declined elsewhere. . 


Table 47. Official gold and foreign exchange reserves of selected countries 
(Million dollars) 


Ceylon India*® Pakistan Indonesia» Philippines Thailand . Tota! 
Dec. 1948.... 254 3,354 805 218 400 ZZ) 5,243 
Dec. 1949.... 176 1,983 512 194 230 215 3,310 
June 1950.... 152 1,985 471 219 221 250 3,298 
Dec. 1950.... 191 2,000 507 321 285 285 3,589 
June 1951.... 211 2,048 604 363 272 315 3,813 
Dee, 1951. .;. 2217 1,888 638 419 246 288 3,696 


Source: International Monetary Fund, [nternational Financial Statistics. 
4Including some long-term securities. 
b Gold and dollar balances only. 


The short-lived prosperity of the region appears to be over, and none 
of the countries of the region has accumulated foreign balances in excess 
of the amounts considered necessary in the near future for financing 
consumption imports and capital goods for development programmes, and 
in some cases also for providing currency reserves. The accumulations of 
1950-51 were mainly the result of the raw material boom, which had 
largely subsided by the end of 1951. Further large-scale accumulation of 
foreign balances is not expected in the near future. Indeed, the need to 
husband available resources is urgent in most countries. Under these cir- 
cumstances, most countries have tended to look askance upon calls on 
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their reserves for payment of dividends, interest, profits, remittances, and 
the like, particularly if these payments are in large amounts and to hard 
currency counties. Except for Ceylon, none has felt free to liberalize 
foreign non-trade payments or exchange controls. 


PROBLEMS AND POLICIES 


In this and the foregoing chapters, it has been seen how the extra- 
ordinary non-economic demand for raw materials, whose occurrence had 
produced the commodity boom, also brought the boom to an end by its 
sharp decline. Meanwhile, prices of manufactured goods which constituted 
the bulk of imports of countries in the region continued to increase. The 
sudden changes of fortune of countries in the region within a period of 
only one year proved once again the precarious character of their economic 
and financial structure in face of external fluctuations. The spectacular 
changes in raw material prices, especially those of rubber and tin, and 
the changes in world prices and supply of manufactured goods have 
brought a series of problems in their train to countries of the region: 


(1) The problem of internal stability. While the steep increases in prices 
of major export commodities brought about inflation by rapidly generating 
money income, the sharp falls in these prices made for deflation and un- 
employment.*® As wages and costs of production are generally rigid, the 
further fall in rubber prices in early 1952, for instance, has already caused 
losses to the rubber producers. In Thailand, many were forced to close 
down. The effect of the fail in rubber prices was especially serious to the 
marginal producers, principally smallholders. It is reported that, in order 
to prevent further fall in rubber prices, Malaya is planning control over 
rubber production. 


(2) The problem of balance of payments. The deterioration of the terms 
of trade, coupled with the reduced demand for exports and the expansion 
of imports, had already caused trade deficits of $360 million in the second 
half of 1951 in ten countries of the region, in contrast to the large trade 
surpluses of $1,130 million in the first half of the year. The continuance 
of this trerid, which is likely, at least in the near future, will exercise 
further pressure on the balance of payments. Moreover, on account of the 
rise in import prices, both the foreign exchange newly gained during the 
boom period and the previous international reserves have depreciated in 
terms of purchasing power abroad. These generally depleted reserves of 
foreign exchange will hardly be adequate to meet the relatively large trade 
deficits which threaten to appear. Thus, a tightening up of import and 
exchange controls is tending to replace the previous relaxation. 


(3) The problem of low standards of living and of financing economic 
development. The deterioration of the terms of trade is likely to depress 
the already low level of living of countries of the region. As countries of 
the region are forced to tighten their import control again, the inflow of 


“Details of inflation and deflation in connexion with ext 


are discussed in chapter XII on “Inflation and Deflation”. orteh aay eae paymeats 
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consumption goods will be reduced and the standard of living will be 
further reduced. It had been hoped that the considerably increased foreign 
exchange receipts arising from the export boom might have been used 
for importing investment goods. However, they were not fully utilized 
before their purchasing power was depreciated. As mentioned earlier, 
imports of capital goods into the region showed no significant increases 
during 1950 and 1951 owing partly to longer delay in delivery dates on 
the part of the industrialized countries and partly to the inability of the 
under-developed countries to utilize quickly the sudden and unexpected 
increase in their export earnings for purposes of economic development. 
Furthermore, when the export boom was prevailing, investment in the 
production of those commodities which enjoyed the boom was highly 
profitable. Therefore, the development of a diversified economy would 
have been contrary to economic incentive, although there was ample 
foreign exchange available for such development. With the fall in the 
prices of the raw materials which enjoyed the boom, the situation becomes 
favourable for diversified development, but the foreign exchange available 
for this purpose is sharply reduced. Moreover, private capital investment, 
which was of small proportions, cannot reasonably be expected to increase 
to any significant extent in the foreseeable future. 


To deal with these problems, various steps have been taken. The in- 
dustrialized countries have sought, through international co-operation, to 
ensure adequate output and stable prices of the principal raw materials 
entering into world trade. The raw material producing countries, for their 
part, have sought guarantees of long-term markets and prices as well as 
assurances of access to manufactures at “equitable” prices. Its highly 
desirable that the interests of the two groups of countries should be 
reconciled either through international commodity agreements or through 
orderly purchase by governments of the industrialized countries, espe- 
cially the United States. In the meantime, the stability and level of 
prices of the principal exports of the region will also depend, to a great 
extent, on the level of economic activity in the industrialized countries. 


National measures were also undertaken by some countries in the region 
for the purpose of stabilizing export prices and income. A notable instance 
was the “copra fund” operated by the Indonesian Government in the 
eastern part of the country, where copra is produced. The copra fund 
monopolised purchases and exports of copra and fixed copra prices with 
reference to international prices. When the price of copra in the world 
market was very high, as during the boom period, the copra fund fixed 
lower prices and thus made a surplus. When the world market price fell, it 
fixed a higher price and suffered a loss which was financed by the previous 
surplus. By this device, the price of copra and the income of copra pro- 
ducers were relatively stabilized. The “Jute Board” in Pakistan is of a 
similar character, although jute exports were not monopolized by the 
Government. In early 1952, the Government of Pakistan announced the 
minimum prices for loose raw jute at Kutcha baling centres, varying 
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between Rs.19 and Rs.28 per maund (1 maund equals 82 pounds), 
depending on staple and quality. The decision to support the market along 
the lines of the past two seasons was reportedly taken because current 
prices had fallen too low.** 


Measures were also taken by some countries of the region in order to 
maintain balance in international payments. In fact, import controls were 
already being tightened in the Philippines in late 1951. Exchange controls, 
which had not been much relaxed in most countries of the region during 
1951, tended to be tightened again to regulate and restrict current invisible 
items and capital movements. Besides, export duties were, in many cases, 
also reduced. Notable among these was the 50 per cent cut in the Indian 
export duty on hessian from Rs.1,500 to Rs.750 per ton in February 
1952. In those countries where export duties were levied on a sliding 
scale according to changes in prices of export commodities, such duties 
were automatically much reduced when the prices of export commodities 
fell. This was the case of rubber in Malaya and rubber, copra products 
and tea in Ceylon. Export duties levied on an ad valorem basis, as in the 
case of Indonesian rubber, also declined when the prices of export com- 
modities fell, although not so much as those on a sliding scale. In order 
to stimulate exports, devaluation was carried out in Indonesia. The effec- 
tive exchange rate for exports under the old certificate system was one- 
third higher than the effective exchange rate for imports. It was con- 
sidered to have handicapped exports, especially of those commodities, like 
tea, the foreign demand for which was not strong even during the boom 
period. The abatement of the commodity boom made the exchange rate 
even more over-valued with respect to rubber and tin. For these reasons, 
the Indonesian Government announced in February 1952 the abolition of 
the old exchange certificate system and the devaluation of the exchange 
rate for exports by one-third, thus bringing it in line with the exchange 
rate applied to imports.** How far the reduction of export duties and the 
devaluation can help in the stimulation of exports and the maintenance 
of balance in international payments remains to be seen. Both measures 
are designed to stimulate exports by reducing their prices to foreign 
buyers. This, however, is probably not so important as the changes in 
demand resulting from changes in industrial production and national 
income in the buying countries, particularly the United States. Further- 
more, the refusal to buy low grades of rubber on the part of the United 


States announced in early 1952 already partly offset the effects of the 
devaluation in Indonesia. 


It is clear that the extent to which countries of the region can achieve 
a reasonable degree of economic stability and promote economic develop- 


“For other measures for maintaining internal stability, see chapter XII on “Infla- 
tion and Deflation”. 
“ Meanwhile, 25 per cent additional export duties were im 
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ment by purely national measures is strictly limited. In view of their 
extreme vulnerability to external economic fluctuations, their first need is 
for the world demand for, and prices of, raw materials to be maintained 
at a much more stable level than hitherto, on an expansionist rather than 
restrictionist basis. The practical difficulties in achieving this are known 
from experience to be considerable but not insuperable. Perhaps the great- 
est single contribution which the industrialized countries can make to the 
problem is to maintain a high and more stable level of activity within 
their own economies which will be reflected in a high and more stable level 
of demand for the products of the region. The second, and basically 
more important, need of countries of the region is for an increased flow 
of foreign capital for economic development. Since the flow of private 


_ capital is at present totally inadequate and is unlikely to increase sub- 


stantially under present conditions, the increase must come at least tem- 
porarily from governmental or international sources. A relaxation of 
international tension would both release more resources in the industrial- 
ized countries for producing more capital goods for the region and, at 
the same time, improve the climate for new investment, both private and 
public, within the region itself. 


CHAPTER IX 


International trade and payments of China 
and Japan 


The international trade and payments of China and Japan are treated 
separately from the rest of the region by reason of: (1) the different 
economic system on the mainland of China as well as the incomplete 
character of available data, and (2) the different trade structure and 
problems of Japan. The international trade, and some aspects of the 
international payments, of the mainland of China and of Taiwan will be 
dealt with first under the heading of China. A second section will deal 
with the special problems of Japanese trade and payments. 


CHINA 
The mainland 


The international trade of the mainland of China during 1951 continued 
to reflect the developments in the political and economic structure of the 
area and in the international situation. Partly because of the Central 
People’s Government’s policy, and partly because of the embargo imposed 
by the United States and other countries and the counter-embargo imposed 
by the Central People’s Government, the direction of trade shifted con- 
siderably. While the share of imports from the Soviet Union and several 
Eastern European countries increased from 21 per cent in 1950 to 70 per 
cent in the first nine months of 1951, that of other countries decreased 
from 79 per cent to 30 per cent during the same period. On the export 
side, the share of the Soviet Union and several Eastern European coun- 
tries increased from 30 per cent in 1950 to 77 per cent in the first nine 


Table 48. Direction of trade of the mainland of China 


(Percentage of total) 


1950 Jan.-Sept. 1951 
Imports from ' 
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months of the year, with a corresponding decline in that of other countries. 
The total value of exports in 1951 was reported to be 126 per cent higher 
than that in 1950. 


The trade of the mainland of China with the Soviet Union and several 
Eastern European countries was conducted under trade agreements. Trade 
and credit agreements were signed with the Soviet Union in February 
and April 1950. The credit agreement, signed in February, provided for 
a loan of $300 million to be extended by the USSR over a period of five 
years, at an interest rate of one per cent, to pay for imports of equipment 
and materials for industry. The loan was to be repaid over a period of 
ten years beginning at the end of 1954. In addition, under agreements 
concluded in March 1950, provision was made for mixed corporations 
in civil aviation and in the mining of petroleum and non-ferrous metals 
in Sinkiang. Trade agreements were also signed with Eastern European 
countries, including Czechoslovakia, Hungary, Poland and East Germany. 
Imports from the Soviet Union and Eastern European countries con- 
sisted mainly of industrial raw materials, industrial machinery, equipment 
and parts, and communication and transportation equipment and parts, 
which accounted for more than 97 per cent of the total value of imports.? 
The Soviet Union also supplied to the mainland of China other commodi- 
ties not included in the trade agreements, for instance, a large amount of 
sugar in the autumn of 1950 and high quality cotton in the autumn of 1951. 
Exports from the mainland of China to the Soviet Union consisted of 
soybeans, silk, tea, wool and agricultural by-products. It was reported that 
the prices of commodities traded in 1951 between China, on the one hand, 
and the Soviet Union and Eastern European countries, on the other, were 
based upon the prices prevailing in 1950, with a view to avoiding the 
influence of market fluctuations in the rest of the world. 


Trade with other countries, either under State or private trading, was 
conducted by means of barter or “link” arrangements under the control 
of the Ministry of Trade. This system was instituted mainly on account 
of the difficulty in obtaining goods in international markets and of the 
threat of embargoes by other countries on exports to the Chinese main- 
land. On 12 March 1951, the Ministry of Trade promulgated a set of 
provisional regulations governing the control of barter trade, in which 
the principle was that imports should precede exports and that imports 
and exports should be balanced, leaving receipts from non-trade items 
for other purposes. Barter trade could be carried out in one of the follow- 
ing forms, namely, direct barter, barter in accounts, link barter among 
different importers and exporters, and the simultaneous opening of letters 
of credit for imports against exports. A liberal policy was adopted in the 
compilation of the import and export lists with 480 articles in the former 
and 263 in the latter. 


Exports of certain commodities were banned, particularly to the United 
States. The latter was especially affected in late 1950 by the ban on exports 


1Ta-Kung Pao, 4 April 1951, quoting New China News Agency. 
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of sesame seeds and groundnuts, hog bristles, peanut oil and groundnut 
oil, and, in particular, tung oil. 


The reduction of imports from the rest of the world other than the 
Soviet Union and the Eastern European countries, especially during the 
second half of 1951, was chiefly due to the embargo imposed by the 
United States and other countries, including Hong Kong and Malaya. 
Imports from the United States dropped from $46.4 million in 1950 toa 
negligible amount in 1951. Imports from Hong Kong increased sharply 
in the second half of 1950 and the first half of 1951 mainly because of 
heavy purchases in anticipation of commodity scarcity in international 
markets and of the extension of trade control in Hong Kong. In the 
second half of 1951, however, on account of Hong Kong’s embargo on 
exports of strategic materials, imports from Hong Kong were sharply 
reduced by about two-thirds. Meanwhile, owing to the ban on shipments 
of rubber from Malaya, imports from the latter also dropped to a neg- 
ligible amount. On the other hand, trade with India and Pakistan increased 
considerably, although their share in the total trade of the mainland of 
China was still small. Pakistan exported largely raw cotton and jute in 
exchange for cotton twist and yarn. In 1951, at the time of threatened 
famine, India imported 66,000 tons of rice and 360,000 tons of milo from 
the Chinese mainland in exchange for jute manufactures under agree- 
ments signed in January and May. 


In 1950, Japan imported a number of foodstuffs from the mainland of 
China, notably rice, groundnuts, salt, and soybeans, and important indus- 
trial materials such as coking coal and iron ore; these are traditional 
items in Japan’s trade with China. The composition of Japan’s exports 
to the mainland differed somewhat from pre-war, consisting to a large 
extent of machinery and metals and metal products. Both Japan’s exports 
to, and its imports from, the mainland increased considerably during the 
second half of 1950. In December 1950 Japan suspended exports to the 
Chinese mainland of a wide range of goods, particularly machinery, and 
as a result the Central People’s Government curtailed exports to Japan. 
However, while exports from Japan to China fell sharply by more than 
two-thirds in 1951, its imports from the mainland decreased by less 
than one-half, the major import items being food and inedible crude 
materials, other than fuels. It was recently reported that the Central 
People’s Government of China had indicated its desire to sell strategic 
commodities, such as coal and iron ore, to Japan for payment in sterling, 
of which Japan has accumulated a large amount. Sino-Japanese trade 


will be further considered in the second section of this chapter, dealing 
with Japan. 

Owing partly to the recovery and expansion in domestic production of 
food and other consumer goods and to progress in industrialization and 
partly to deliberate trade policy,? the composition of imports of the 
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Table 49. Trade of the mainland of China 
(Million U.S. dollars) 


U.S.A. a 
Import jest A Japan Hong Kong 
BNL 1 of bre sy glee er ore Oe oy on 46.4 19.6 255.78 
TRUS oka, Set ee ee ns — 5.8 280.7 
a 
Gu [SATS oe ee ese ee a a ee 23.8 3.9 88.8 
Ditad Ptacrces ees ty iS36 ocx Skee as cs 22.6 15.7 166.9 
Su ; 
SUIS We Soe Sa ee ee, Oat ee — 5.1 201.5 
Priel e nes mate ice oe Sia Sh chs o wanes ware — 0.8 79.2 
Exports to 
DI ert Peer lotto coe he awe cee em 148.6 39.6 150.18 
VAIS Ds gain S00 ee aa ed eg aes 50.8 22.3 151.0 
1950 
13 LE age c= Pgs 8 ee, ee a, See 59.0 18.4 58.9 
Sua aE een ee Sse She eo cs 89.6 21.3 91.2 
1951 
Cae SAL Ecet eG RS, SE ghee, Sok a 35.0 16.2 79.7 
PIA ee clade mas 2cSre ot Sav ks wk 15.8 6.1 71.3 


Sources: United States Department of Commerce, Census Report No. FT 420, 
United States Exports of Domestic and Foreign Merchandise and No. FT 120, United 
States Imports of Merchandise for Consumption. 

Japanese Economic Statistics. 

Hong Kong Trade Returns. 

Includes Taiwan. 


Chinese mainland has also changed considerably. In the nineteen-thirties, 
rice, wheat and wheat flour used to head the import list. Other consumer 
goods, such as sugar, coarse grains, and woollen textiles, also accounted 
for a substantial part of total imports. In 1950, however, raw materials, 
mainly raw cotton and rubber, accounted for two-fifths of total imports 
from all sources and capital goods and chemicals for a quarter to a third. 
No marked changes in the composition of exports have yet taken place. 
The traditional agricultural items, such as soybeans, groundnuts, and tea, 
and industrial materials, including tung oil, bristles, wool, coal and 
mineral ores, still accounted for the bulk of total exports. The shares of 
the most important of such items in 1950 were as follows :° 


Percentage of total 
value of exports 


ENCHRPICATIMA Re a ot Sel aia Bee dix olan 2 14 
KSECHIACIET hone ey perso ade eo. 5 
Ligity (gets Ob past 1e ak ae ere 3 
dig ba ala 151 De Fe he Oe a EP ee 7 
Teristlomimceisaes a8 oie aed ole ne os 7 
UCase SIE hee BITS ce & nat 
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Exports of principal commodities, such as fats and oils, bristles, tea, 
egg products, and hides and skins, were put under state monopoly. For 
each of these commodities, a state trading company was organized. On 
the import side, there was also a state trading company. In 1950, state 


* Hsin Hua Monthly, April, 1951. 
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trading accounted for 70 per cent of total imports and 47 per cent of 
total exports. 


As the present pattern of international trade was partly a result of 
developments in international relations, a change in such relations may 
further modify the trade pattern. At the Moscow international economic 
conference, it was reported that several unofficial trade agreements between 
the delegates from the People’s Republic of China and representatives of 
private traders in Western European countries, including the United 
Kingdom, France, Switzerland, the Netherlands and Belgium, had been 
concluded for a total sum of $80 million each way.* Owing to the larger 
volume of domestic purchasing power under the more settled conditions 
now prevailing, and to the reportedly rapid pace of economic develop- 
ment, the Chinese mainland is under greater pressure to import not only 
raw materials and capital goods, but also consumer goods. To what extent 
implementation of the trade agreements negotiated at the Moscow Con- 
ference would meet the demand and affect the trade pattern remains to be 
seen. 


CHINA 
Taiwan 


Taiwan’s balance of payments position was temporarily improved in 
1951 by increased foreign aid. As compared with 1950, both imports and 
exports increased, and the large import surplus remained substantially 
unchanged. During 1950, the import surplus, of $U.S.43.8 million, 
had been financed by U.S. aid, reparations from Japan, and reduced 
foreign exchange holdings; monetary gold stotks were also drawn down 
substantially. The import surplus rose to $47.0 million in 1951 despite a 
general increase in domestic production, strong export demand, and higher 
export prices. American aid, however, rose from $20.5 million to $61.8 
million, serving to support the weak balance of payments position. The 
aid also served longer-run purposes by increasing Taiwan’s productive 
capacity and consumption levels, and contributed to inflation control. 


Table 50 presents Taiwan’s balance of trade and payments in further 
detail. 


The high level of Taiwan’s exports in 1951, concentrated in the first 
half of the year, was attributed to the seasonal abundance of agricultural 
products for export and to the high export prices associated with the 
world-wide commodity boom. A fall in exports in the second half was due 
to the reduction in the volume of sugar exports, owing to the lower 
harvest of 1950/51. The export of sugar, which usually accounted for 
three-fourths of the value of Taiwan’s total exports, dropped from 

“One agreement signed with trader 
of trade of £10 million each way, 


export to the mainland of China t 
per cent) and non-embargoed met 


s from the United Kingdom, with a total value 
provided that the United Kingdom traders should 
extiles (35 per cent of total value), chemicals (30 


: i als and metal products (35 per cent), in return for 
which China would supply coal, bristles and intestines (25 per cent), egg and egg 


products (20 per cent), and miscellaneous, mainly foodstuff 7 
Press News, Moscow, 8 and 13 April 1952. ee Oe ee eee 
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241,000 metric tons in the first half of 1951 to 42,000 metric tons in the 
second half, and for the whole year 1951, accounted for little more than 
one-half of the value of Taiwan’s total exports. 


Table 50. China (Taiwan): balance of payments 
(Million U.S. dollars) 


Goods and services bee ad 
OST, Sop RE SRR, Sse, Sony tan ae 75.5 102.3 
ON SAS SS SES See ene —119.3 —149,3 

pierre eS AIS, Stee Se Mee TY crack Os Shoe hn bine — 43.8 — 47.0 

Non-monetary gold movement (net) ...............005 — 50.8 0.6 
Cee te eee ae ae Oak Poon v oeacls cbsian eae — 01 eS 
Rees CRP SII cee tee eee x oes « cng oe hatte cde Oh sce — 1.0 S06 
Government, not included elsewhere .........-...0ec006 — 32 — 45 
rere te SPR etme eee te eo ures, 3 an Se ow te ts 5.7 2.4 
f : ¢ ToraL — 93.2 — 51.6 

Private donations and capital movements 
UTE SRR oS SR a, ino Sly ae cee a yee 4.0 Ze, 
CASTER Neem. se9 eflg ha as, Sie i On gn — 0.3 

; ToTAL 4.0 2.5 

Special official financing 
ESC SES ee ee ee ee ao eran sb ewds aoe wae bie — 4.9 
Raparte seme pan TP IOltS mgt oes Pac. Swe wioele oles pei ois ome 7.3) — 
eRrT WEEE AERIS eee ee ep. 2 Gail oye te ios es «cb, alooo oe eee | — 45 

: TOoTaL 3.2 0.4 

Me ereOrsvald (OMSsiOt to a% - > dace ce ce oho e sees wecseeciee — 2.6 0.7 

Surplus or deficit (—) — 886 — 48.0 

Compensatory official financing 
aR nee STE ee Mae ae SOA ee Stes, 5 sects ive 20.5 56.9 
Sent tera ita ties. 2g uae ces A eos cc's eb ot aet ses swat 7.8 — 2.2 
Short-term assets: (ie rease — 9) cess po die 2 a cso aelon one de ih — 61 
Moretiry 2old (increase —) ooo: sn cbes onic nee spins a 48.2 — 0.6 

TOTAL 88.6 48.0 


Source: International Monetary Fund. 
@ Provisional. 


The decrease in the volume of sugar exports, however, was partly offset 
by higher prices and partly by increases in the export of other commodi- 
ties. The export of paddy and rice increased from 27,000 tons in 1950 to 
85,000 tons in 1951 and, in value terms, from $2.9 million to $15.0 million, 
this being largely made possible by the increase in rice output, at the 
expense of sugar production. Exports of tea, fruit and other items also 
increased, as shown in table 51. 


Taiwan’s commercial imports were slightly reduced in 1951, mainly 
because of increased domestic production and larger imports under United 
States aid. As a result of the increase in rice production, there was no 
import of rice in 1951, as compared with imports of $6.4 million in 1950. 
The import of cotton textiles dropped to $8.2 million from $13.2 million 
in 1950, chiefly due to the increased supply of cotton piecegoods under 
the United States aid programme and to the development of a cotton 
textile industry in China (Taiwan). The output of cotton cloth in 1951 
was more than double the 1949 production. On account of this newly- 
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developed self-sufficiency in cotton textiles, permission to import such 
goods at the exchange certificate rate was temporarily suspended. De- 
creases in commercial imports in 1951 were also registered in fertilizers, 
bean-cakes and wheat flour, but these were compensated by United States 
aid imports, and also in the case of fertilizers, by domestic production. 


Table 51. China (Taiwan): export of principal commodities 
(Million U.S. dollars) 


1950 1951 

PPE Se MC Pee iene F 74.3 49.8 

BURA Pee a oad ante 29 180 

OT ay oe ote ee ae crane Oe tb Poe LNs a AA pas tod eet 2.7 6.6 

Bananas and canned pirieapples ........2.+-2--eeeeeeeeeeeeees 1.3 oa 
Fiat Gages ey ets ens ec nile we Uahaccbcals tao) ie oi ake en Sattar sa se at io hee ae 0.3 ii 


Source: Bank of China, Taipei, Monthly Economic Review, January 1952. 


United States economic aid to China (Taiwan) in 1951 was almost 
three times that of 1950. The aid consisted of two parts: the commodity 
programme and the industrial programme. The former accounted for 88 
per cent of the total and the latter for 12 per cent. The bulk of the com- 
modity programme consisted of fertilizers for agriculture and of raw 
materials such as raw cotton, cotton yarn, wheat and crude oil, for local 
industries. There was also a certain amount of consumer goods, including 
cloth, wheat flour, evaporated milk and salted fish. Fertilizers, accounting 
for 22 per cent of the total, led the list on the commodity programme, 
followed by raw cotton (17 per cent). Items under the industrial pro- 
gramme consisted mostly of capital goods for industrial plants and for 
the maintenance and expansion of the electric power system, the railroads 
and highway transportation. 


JAPAN 


Japan is faced with trade and payments problems somewhat different 
from those of the remainder of the region. It is the most highly indus- 
trialized country of the region. At the same time, it is both a food-deficit 
and a raw-material deficit area and its population is growing by approx- 
imately 1.5 per cent per year. Japan has to import both food and raw 
materials at the same time; it would be short-sighted to concentrate im- 
ports unduly on food at the expense of industrial raw materials. It is this 
factor, the over-riding need to import, which has imparted to Japanese 
export policy in past years its highly competitive character. 

Japan, to a greater extent than any other country in the region, has also 
developed the service industries which accompany industrialization. Its 
foreign balance position in pre-war years has been aided by invisible 
exports of tourist, banking, insurance, and shipping services, the latter 
predominating, No other country in the region relies upon these items so 
heavily in compensating for a chronically passive balance of trade. 


As a result of the Second World War, Japan’s land area was reduced 
by 44 per cent and domestic capital in the four main islands (including 
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losses by destruction of military capital and by both depreciation and 
destruction of civilian capital) also by about 40 per cent. The loss of its 
overseas empire, followed by political disturbances in some of those coun- 
tries, also led to a sharp shift in the direction of Japan’s trade; the new 
structure, as will be seen, may not be viable in the long run. In 1935-37, 
over 40 per cent of Japan’s exports went to Korea, Taiwan and the 
Chinese mainland, and over 30 per cent of Japan’s imports came from 
these countries. In the first half of 1951, the equivalent proportions were 
approximately 5 per cent in each case. On the export side, these areas were 
replaced by the remainder of the ECAFE region as the principal destina- 
tion of Japan’s exports. On the import side, they were replaced by the 
United States as the principal source of supply, although this dependence 
on the United States was tending to decline in 1951. This structure is pre- 
carious because: (1) the currency earned by Japan in its export trade 
with Southeast Asia is primarily sterling and cannot be used freely for 
dollar imports, and (2) raw material imports from the United States are 
relatively expensive, particularly when coupled with high ocean freight 
rates, so that Japan’s export position in a number of products is threat- 
ened by high costs. Table 52 brings out these changes in more detail. 


Table 52. Japan: geographic pattern of international trade 


(Percentage distribution of total value) 


Pre-war Post-war 
1935-37 1947 1950 1st half 1951 
Imports* from 

Korea and China (including Northeast 
CRS BAL UP ASS VUE stab so erence oS ors ate 32.7 15 9.6 4.8 
Ore ECA DEA teeIOUS? vane es <ccnpss 17.5 4.3 as: 26.2 
ehrited Motatese oe setae ps wil wa Ae os 251 91.9 441 S3i2 
(EST Sle area eer Oot eee ae 10.2 22 42 7.0 
Mexico, Central and South America... 3.1 — 6.9 12.8 
POST BA a Tad te Omi en Ben i oe 11.4 = et 12.9 16.0 
Torat 100.0 100.0 100.0 100.0 

Exports® to 

Korea and China (including Northeast 
rule ALOAED H geeels oats Sood wed ais eis 42.5 16.8 9.2 5.8 
Oihecse CARE restos 2.3 x eece steers 57s 20.8 40.2 36.9 49.1 
Beriteds SEAteS Wh as. cee Baan dase 16.1 11.6 22.4 14.2 
PESEE OIE Ve a SACRE oo tee PON as ae 2 Mae ase. 2 8.4 ps We 11.8 9.1 
Mexico, Central and South America... 3.5 0.2 GM 7.9 
RESTOR brett EAs teats 5 ae Siena! a al ols, 019 0.0 5.7 5.0 9.0 8.3 
RES GUCEIUOL IG Steetiid cee Soni ato loid dn tia: os. 3.0 3.0 5.0 5.6 
TotaL 100.0 100.0 100.0 100.0 


Source: Frank H. Golay, “Economic Problems Facing Post-Treaty Japan,” Federal 
Reserve Bulletin, Vol. 38, No. 1 (January 1952), p. 15. 

@ Including United States aid shipments (EROA, GARIOA, etc.). 

>’ Source states “Other Asia,” but Japanese trade with Asian countries west of 
Pakistan is not statistically significant. 


¢ Exluding “special procurement” of goods and services for United Nations forces 
in Korea, 1950-51. 
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Exports, imports, and terms of trade 


Since the outbreak of the Korean war in June 1950, Japanese inter- 
national trade has tended to be dominated by the exigencies of the war, 
and efforts to meet Japan’s long-term problems have been relegated tem- 
porarily to a secondary position. Japan is not a participant in the conflict, 
but has become a major supplier and base of operations for the United 
Nations forces. Japanese supplies sold to United Nations forces within 
Japan are referred to as “Special Procurement” goods. They are classified 
as exports, and are paid for in dollars. Japanese official statistics have 
kept them separate from other exports, because of their temporary nature 
and because the special procurement transactions involve no physical 
movement of goods outside Japan until title has passed to the United 
Nations forces. 


Japanese exports, including special procurement goods,’ in 1951 in- 
creased by 74 per cent over 1950, as shown in appendix table IX.1.° 
Imports, including goods supplied under aid programmes, also increased 
by 69 per cent. In each case, the bulk of the increase was in physical 
volume, although price increases also entered in. On balance, Japan’s 


import surplus showed a nominal increase, in contrast to its decline over 
the period 1947/50. 


In terms of United States dollars, the total value of Japan’s trade in 
1951 is estimated at $3,223 million in 1951 as against $1,881 million in 
1950—a 71 per cent increase in a single year. Japanese exports rose from 
$911 million to $1,582 million, and imports from $970 million to $1,641 
million.” For the first time since the end of the war, total trade, in terms 
of United States dollars, exceeded that in 1936, which was Japan’s last 
pre-war year prior to the invasion of North China.* The total value of 
Japanese trade, in terms of United States dollars, was 55 per cent above 
1936, that of exports 53 per cent above, and that of imports 56 per cent 
above. Japan’s passive trade balance was 310 per cent above that of 1936. 


° Total special procurement contracts awarded by the United Nations forces and 
American economic co-operation agencies on account of the war in Korea were $191 
million in 1950 and $354 million in 1951, acording to the Bank of Japan. (Economic ° 
Statistics of Japan, 1951, p. 352.) 

* Japanese and SCAP reporting of international trade statistics is made by several 
agencies. Figures are revised frequently, and the methods and results have not been 
completely co-ordinated as between the reporting agencies. Inconsistencies are occa- 
sionally found in data from different sources. Thus, the Japanese aggregative reports 
to the International Monetary Fund, which forms the basis for appendix table 1X, 
contain unexplained discrepancies with certain of the breakdowns which appear in 
other tables in this chapter (tables 53 and 54), and with other breakdowns which 
underlie statements in the text. 


"There was a change in the method of recording imports at mid-1951, involving a 
certain amount of double counting. 


*The figures which follow were computed from appendix table IX.1 and from 
International Monetary Fund, Balance of Payments Yearbook, III (1940/50), p. 274. 
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| Quantum figures computed by the Japanese Government, however, show 
no corresponding degree of recovery. The physical volume of Japan’s 
exports in 1951 was estimated at only 33 per cent of pre-war (1934-36 
average), and that of imports at 45 per cent. (If special procurement is 
included, the index for exports rises to 39 per cent.) The rise in dollar 
prices since the middle thirties is sufficient explanation for the discrepancy. 


In view of the unimpressive showing of the quantum of exports, the 
concern of other countries regarding the return of large-scale Japanese 
competition might appear somewhat premature. Such anxiety, however, is 
centred on a relatively few items, such as textiles and ceramics, where 
world production is increasing more rapidly than world demand and 
where international trade is declining. It also relates to a comparatively 
few markets, such as those of the ECAFE region, where the quantum of 
Japanese exports is closest to its pre-war level. 


Through the first five months of 1951, there was a continuance of the 
export boom which Japan had enjoyed from the start of the Korean war. 
Both increased overseas demand and high prices are reflected in the 
figures, which rose from $81.2 million in January to $141.8 million in 
May. However, the international market began to slacken in March due 
to decelerated stockpiling, a reaction from “scare buying”, and eased in- 
ternational tension. Japanese exports were affected in May, and fell below 
$100 million in August and September. After the conclusion of the 
Anglo-Japanese trade agreement, however, which permitted sterling area 
countries to pay for Japanese goods in sterling, they again gathered 
momentum. The December total of exports was the highest of the year. 
A concomitant of the increase, however, was an accumulation of sterling 
balances, which Japan has not yet been able to use for imports. 


The increase in exports during the year was concentrated in the ECAFE 
region, Commonwealth countries outside the region, and Western Europe, 
with increases of 65 per cent or more in each case. By contrast, exports 
to the United States increased by less than 3 per cent if special procure- 
ment is excluded as temporary.® 


The commodity pattern of Japan’s export trade shifted sharply in the 
second half of the year, as can be seen from appendix table [X.2. While 
the textile boom continued, Japan’s cotton and rayon textile exports 
dominated the picture, but with the decline in world textile demand and 
prices in the second half of the year, there was a shift to heavy products, 
particularly iron and steel and shipbuilding.*° Here, while Japan’s prices 


* With special procurement included, the increase is of 82 per cent. 

% Tn addition, the table indicates a sharp fall in coal exports. This reflects primarily 
the domestic industrial boom, which reduced the amounts available for export. The 
same movement affected copper and aluminium exports, although to a lesser extent, 
until the fourth quarter. 
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were high, its delivery terms were better than those of rival exporters, 
with the exception of Western Germany. It was a period of worldwide 
shortage of iron and steel products, and for a time Japan (with Belgium- 
Luxembourg and Western Germany) fed the international “grey market, 
supplying products for non-essential purposes at prices well above usual 
quotations. This grey market seems largely to have collapsed in the first 
quarter of 1952. At the same time, far from expanding, the textile trades 
have remained stagnant and the Japanese Government proposed in April 
1952 to implement a “voluntary” 40 per cent cut in output through allo- 
cation of raw cotton imports. Japan’s export prospects do not appear 
favourable for 1952, and readjustments may be required over a longer 
period. 


Japanese imports were slow to respond to the Korean war boom, because 
the foreign exchange budget for the third quarter of 1950 had already 
been made; even that for the fourth quarter did not allocate sufficient 
funds. The budget for the first quarter of 1951 was more liberal, taking 
advantage of “special procurement” dollars, but by the time Japanese 
traders had actively entered the world raw material markets, deliveries 
were already slow, and prices and freight rates high. Japanese industrial 
production and exports were both somewhat slowed down as a result, 
but the principal statistical result was a concentration of Japanese imports 
in the first half of 1951. In addition, increased tariff rates on a number 
of Japanese imports were put into effect on orders concluded after 
30 April; advance ordering caused an artificial concentration of imports 
during the months from April to August. 


Having been caught short of imported raw materials in the second half 
of 1950, the Japanese swung to the opposite extreme and over-stocked 
in the first half of 1951 with goods bought when both prices and freight 
rates were highest. Over-stocking was especially marked in fats and oils, 
crude rubber, hides and leather. The down-turns in prices of raw materials 
in the second quarter left the Japanese in a difficult position, particularly 
in view of the long-term contracts which they had made when such prices 
were at or near their peaks. The over-stocking, stagnation of Japanese 
export markets and, to some extent also, a tight credit situation within 
Japan itself, resulted in reduced imports during the second half of 1951; 
the cessation of United States aid imports after August 1951 was also 
important in this connexion. Yet even in November when, at $127.3 mil- 


lion, imports were at their lowest level, they were over 50 per cent above 
the 1950 average. 


The Japanese Government, during 1951, intensified its efforts to shift 
imports away from the dollar area, in anticipation of future dollar 
shortage. The sterling area, in particular, was examined for alternative 
sources of supply, in view of Japan’s currently active balance with these 
countries. As proposed by the Economic Stabilization Board, $42 million 
worth of food and raw materials are to be shifted from dollar to non- 
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dollar areas. In 1951 itself, however, the trend was all the other way. 
During the period of heavy worldwide demand, it was necessary to import 
from wherever goods could be obtained; the United States was a relatively 
easy source, particularly for imports required in the production of special 
procurement goods. Thus, while over-all commercial imports (excluding 
aid imports) increased in value by 184 per cent, the percentage of increase 
was 638 for the United States, as compared with 281 for Western Europe 
(concentrated in Western Germany), 89 for other Commonwealth coun- 
tries and 46 for the ECAFE region. Details are shown in table 53. 


Table 53. Japan: imports from major sources 


(Million dollars; aid imports excluded) 


1950 1951 1951 as per cent 
Amount Per cent Amount Per cent of 1950 
ECAPE Tegion’ ..5 522% < 261.6 43.0 381.4 22.1 145.8 
Minited-States so... 02 88.3 14.5 651.6 37.8 737.8 
Commonwealth countries? 99.8 16.4 188.8 10.9 189.2 
Western Europe ........ 28.4 4.7 108.2 6.3 381.0 
Eastern Europe ......... 4.4 0.7 10.0 0.6 227.3 
[SS ee ee ee gae 126.1 _20.7 385.2 22.3 305.5 
Torar 608.6 100.0 1725.1 e 2" 1000 283.5 


Source: Economic Stabilization Board, Japanese Government, Economic Survey of 
Japan for 1951, from ESS, SCAP and Bank of Japan. 
4 Commonwealth countries outside the ECAFE region, including the United Kingdom. 


The major changes in the commodity composition of Japan’s imports 
in 1951 were the decrease in the proportion of foodstuffs (particularly 
unprocessed), and the increase in the proportion of industrial raw ma- 
terials. In part, this was due to the relatively slow rise in food prices 
and was more marked in the first than in the second half of the year. The 
increased demand for Japanese exports, from both commercial and mili- 
tary (special procurement) sources, was the second factor responsible. 
Appendix table IX.3 provides supporting detail for these statements, both 
for commodity groups in terms of value and for specific commodities in 


terms of quantity. 


In 1950, Japan’s trade balance was active in each of the world’s principal 
trading and currency areas, as shown in table 54.7 In 1951, there was a 


“The outline of the plan is: (1) To purchase 120,000 tons of grain from Burma 
and Indochina instead of the United States, to buy more rice from Indochina, 
and to switch to Malaya and Goa from the United States 350,000 tons of iron ore 
imports. By these steps $US20 million will be saved; (2) To import 20,000 tons of 
sugar from Indonesia and 50,000 bales of raw cotton from Pakistan instead of Mexico 
so that about $US15 million may be economized; (3) To buy 150,000 tons of salt 
from Indochina, Thailand, and Indonesia instead of the United States, Mexico, and 
Turkey, with a view to saving $US3 million; (4) To shift imports of hides, skins, 
linseed, soybeans, etc. to the sterling and open account areas from the dollar area, to 
save $US4 million. 

2 These results are difficult to reconcile with Japan’s over-all passive balance as 
shown in appendix table IX.1, except in so far as the latter includes aid imports and 
special procurement exports. 
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marked difference, almost all the balances with particular regions becom- 
ing passive. The single significant geographic exception was the balance 
with the ECAFE region, which remained positive and was more than 
tripled. As regards currency areas, however, the passive balance is largely 
confined to the dollar area; sterling balances increased sharply in size.** 


Within the ECAFE region, there appears to have been an active balance 
in 1951 with every country except Burma and the Chinese mainland. 
(Reports are conflicting in the case of Thailand, and data for Indochina 
are not available.) The individual active balances were not large, except 
that with Indonesia, which makes up the greater part of the active balance 
with the region. Disagreement as to the currency to be used in settling 
such balances has delayed renewal of the trade agreement between the two 
countries. Japan, with an impending dollar shortage and excess sterling 
balances, has sought payment in dollars, while Indonesia has held out for 
payment in sterling. The persistent import surpluses with the Chinese 
mainland and Eastern Europe are significant in connexion with the present 
restriction of Japanese exports to these areas and with proposals to relax 


Table 54. Japan: trade balances by regions 
(Million dollars) 


1950 1951 
Export Import Balance Export Import Balance 
By geographic area 
BCA TRA Teo Tota mercies 303.7 261.6 42.1 531.9 381.4 150.5 
lUinitedStatesmec seen 179.2 88.3 90.9 184.6 651.6 —467.5 
Commonwealth countries 106.9 99.8 | 190.6 188.8 1.8 
Western Europe ........ 58.4 28.4 30.0 96.6 108.2 — 11.6 
Eastern Burope os. ...+.- 0.1 4.4 —4.3 0.5 10.0 — 9.5 
Other (mainly Latin 
PT eLIGA Meare? eas ens 107.4 126.1 41.3 293.6 385.2 — 91.6 
Tora. 815.7 608.6 207.1 1,297.3. 1,725.1 —427.9 
By currency area 
(Wo llaraircalenatacse vce eels 365 284 81 302 980 —678 
Sterling areas aaeck oc vas 226 200 26 562 429 133 
Open account area ...... 182 161 21 433 316 117 
Totat 773 645 =—-:128 1,297, 1725. 48 


Source: Research Division, Economic Stabilization Board, Japanese Government 
Economic Survey of Japan for 1951; from Economic and Scientific Section, SCAP. 
and Bank of Japan. ' k 
_ Note: The discrepancy between the geographic and currency area figures for 1950 
is due-to different collection bases. In 1950, the currency area data were allocated in 
time by the date of passage through the Japanese Customs Office. All the other figures 
are distributed in time by the date of receipt or payment by the Japanese Banks 
Neither set tallies with the Japanese report to the International Monetary Fund 
(appendix table IX.1). 


* Commonwealth countries outside the ECAFE region, including the United Kingdom. 


* Aid imports ($361.3 million in 1950 and $181 million in 1951) and special - 
curement exports are excluded from table 54. To include them would shift aebane 


balances with the United States and the dollar area in a assive direction i 
in an active direction in 1951, 3 See tee a 


“ 
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these restrictions, although much of Japan’s export surplus with Hong 
Kong represents goods destined for the Chinese mainland. 


According to unit price indexes computed from Japanese customs 
statistics, Japan’s terms of trade in June 1950 were almost the same as the 
1934-36 average." The actual index was 101.2. Following the outbreak of 
war in Korea, the export prices of Japan’s exports, particularly textiles 
and metals, rose rapidly, while the import prices of foodstuffs lagged 
behind. Despite the rise in raw material prices and shipping freight rates, 
Japan’s over-all terms of trade improved in 1951. However, both export 
and import prices fell in the fourth quarter of the year, the decline in 
import prices being the larger, with a consequent improvement in Japan’s 
terms of trade. 


Balance of payments position 


In spite of its commercial trade deficit, Japan’s holdings of foreign 
exchange increased by 87 per cent during the year 1951, reaching a total 
of $US 914 million. Despite the prospect of dollar shortage, dollar hold- 
ings increased by $119 million, although less than balances on sterling 
account. The increase in sterling balances by $156 million aroused doubt 
as to the desirability of further accumulation. The open account increased 
least, by $81 million. Details are presented in table 55. 


Table 55. Japan: size and composition of foreign exchange reserve, 


1949-51 
(Million dollars) 
Dollar account Sterling account Open account Total 
End of year Amount Per cent Amount Per cent Amount Percent amount 
02 ee 188 82 43 19 —2 —1 229 
BOSE ccs 464 83 55 10 41 7 560 
1h Sf Be ree 583 64 211 23 120 13 914 


Source: Research Division, Economic Stabilization Board, Japanese Government, 
Economic Survey of Japan for 1951; from Foreign Trade Control Board, Japanese 
Government. 


To reconcile in detail the passive trade position with the active payments 
position of Japan in 1951, balances of trade and payments are presented 
in appendix table IX.1. Possible movements in 1952 and subsequent years 
can also be projected in some cases, in direction although not in amount: 


(1) The extraordinarily large amount of special procurement receipts 
was the decisive item preventing depletion of Japan’s dollar balances. 


4 The monthly movements of the index number based on pre-war (1934-36) condi- 
tions are highly erratic; subsequent to the 112.3 peak in June, the index fell to 105.5 
in July and recovered to 108.1 in August. The 1934-36 average may be unrepresenta- 
tively low as a base period. It followed a yen devaluation which reduced temporarily 
the relative export prices of Japanese goods, 
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Barring any extension of the Korean war, this amount may be expected 
to decrease markedly in 1952 and vanish shortly thereafter. However, 
Japan might be expected to share in the reconstruction of Korea should 
the war come to an end. 


(2) Foreign governments and government personnel spent $226 million 
in Japan in the first half of 1951 alone.** Nearly half this amount was 
accounted for by the yen expenditures of civil and military members of 
the Occupation Forces. With the possible reduction in the number of 
foreign troops stationed in Japan, and the almost complete withdrawal 
of the civilian component, this major source of foreign exchange is also 
expected to decline. On the other hand, approximately half of the yen cost 
of maintenance of the remaining American forces in Japan will be borne 
by the United States Government according to the Mutual Security Treaty 
between the United States and Japan. This provides a partial replacement 
for the aid import expenditures which were eliminated at the end of the 
United States fiscal year 1951. Until that time these yen costs were borne 
completely by the Japanese Government as “termination of war expen- 
ditures”’. 


(3) Japan’s private “invisible exports” showed a passive balance in 1951, 
which may be reduced subsequently. Revival of the Japanese merchant 
marine, for example, may convert into an active item the large ($233.8 
million) passive balance incurred on account of “transportation and 
insurance” in 1951.1° The revival of Japanese marine insurance, particu- 
larly the re-opening of foreign branches of Japanese companies in the 
ECAFE region and elsewhere, will also operate in this direction. Peace 
in the Far East would permit a major increase in Japan’s tourist receipts, 
which are the main item in the “overseas consumption” account which 
gave Japan a small active balance ($4 million) in the first half of 1951, 
declining from $20 million in 1950. The Japan Travel Bureau is also 
planning a campaign of hotel and highway improvement in an area 
bounded by Nikko on the north and Kobe on the south, with a view to 
attracting foreign tourists. 


* The full-year figure is not available. 


ar quantitative measure of the extent of the revival of Japan’s merchant marine 
is given by the figures below, which indicate the percentages of Japan’s water-borne 
foreign commerce carried by Japanese vessels. Computations are on a tonnage basis 
and steel vessels only are considered. It will be seen that Japan has not returned to 
the 50 per cent mark in relation to either exports or imports, although the physical 
volume of both exports and imports is below pre-war. Japan’s carrying trade, not 
included in the above statistics, has been substantially slower in its revival than has 
Import and export shipping. 


Percentage of trade in Japanese bottoms 


Japanese exports Japanese imports 
E984-36 VAVErage a da vhf canes tee tees 66.0 55.3 
DOS Resa bce Care gwen Oa mide aceite see 15.3 25.1 
OEE dada ace, 6 (his:nim 6.0. SURE tehe Visteon e enoe 27.3 32.7 
1952e(Uentary) | hawthorne secre ee eeaee 46.8 42.0 


Source; Economic Stabilization Board, Ja i sti. i 
Petrone een chemee © Japanese Government, Japanese Economic Statistics, Bulletin 
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(4) Japan is beginning to attract private capital, but both capital flow 
and income accounts remain small. In 1951, there was a small outflow 
($5.3 million) of investment income, as against a capital inflow of $33.9 
million, mainly from the United States. For the future, Japan hopes to 
acquire additional long-term private capital investment which, if forth- 
coming, would increase its active balance on private capital account. At 
the same time, additional capital may reduce Japanese export costs and 
finance some further economic development. To check withdrawals of 
private capital, the Japanese Government abolished, as of January 1952, 
the privilege of holding bank accounts in “convertible yen” which might 
be withdrawn automatically without the approval of the Foreign Exchange 
Control Board, and which might be held only by foreigners against ex- 
change brought into Japan.'’ Abolition of the convertible yen has prob- 
ably had favourable short-run effects on the balance of payments and 
discouraged the foreign exchange black market. Unless it is succeeded 
by some alternative assurance of withdrawability of foreign investment, 
however, its long-run effect may discourage such capital investment 
altogether. 


(5) On government capital account, Japan accumulated $211.7 million 
of foreign assets in 1951, under the head of “official financing”. This 
represents for the most part balances resulting from special procurement 
purchases for the United Nations and from heavy commercial exports 
to the sterling area. Part of the accumulation, especially in the case of 
sterling, is involuntary. Another part represents foreign exchange pur- 
chased by the Foreign Exchange Control Board to finance a larger volume 
of imports at higher prices. (Short-term loans by the new Export Bank of 
Japan to foreign importers of Japanese goods are also included in the 
~ table as increase in Japan’s short-term foreign assets.) Finally, much of 
the dollar accumulation, which would perhaps have been negative but for 
the continuation of aid imports through the first half of 1951, is held in 
reserve. 


Besides the aid imports shown in appendix table IX.1, Japan received 
in December 1951 a $40 million United States Export-Import Bank loan 
for the purchase of approximately 180,000 bales of cotton from the 1951 
American crop. This is a short-term credit, repayable in 15 months. 
Japan hopes to receive more substantial and longer-term credits for 
modernization and development projects, both from agencies of the 
United States Government and from the International Bank for Recon- 
struction and Development of which Japan became a member in May 


1952. 


 Barlier in 1951, the Foreign Exchange Control Board had modified its Policy of 
special consideration in permitting licences to Japanese with “self-provided” foreign 
exchange, as an additional means to suppress black marketing and safeguard the value 
of the yen. 
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(6) The reparations account remained blank for the year 1951.% The 
amount and type of further reparations payments by Japan ( primarily to 
other countries of the region) is expected to be determined in 1952. The 
Peace Treaty terms provide for a settlement minimizing the strain on 


Japan’s balance of payments position. 


Controls and agreements 


The long-awaited and often-postponed revision of the Japanese import 
tariff of 1926 came into effect in May 1951. It is to all effects and pur- 
poses a completely new tariff act. Its special features are dealt with in 
chapter XI, “Public Finance’’.*® 


Impressed by the difficulty of expanding imports in the autumn of 
1950, the Japanese Exchange Control Board streamlined and accelerated 
its procedures for granting import licences within the limits of its quar- 
terly foreign exchange budgets. This process was continued through 1951. 
Two principal innovations are involved, the “automatic approval” system 
and improved provision for long-term contracts: 


(a) Prior to the Korean war, import licences were normally distributed 
by lot. In the case of the mis-named “First come first served” system, a 
given amount of exchange was allocated to each commodity without 
regard to country of origin. In the “Fund Allocation” system, allocation 
was carried out between countries as well. In 1950/51, most commodities 
were placed under an “automatic approval” system, but individual com- 
modities were shifted back and forth between the various systems to meet 
particular exigencies in Japan’s foreign exchange and production position. 
In the last quarter of the calendar year, 177 commodities out of 266 were 
under the automatic approval system, but in dollar terms, the fund allo- 
cation system remained most important; 


(5) In order to permit forward buying and long-term contract pur- 
chases of commodities, a separate long-term budget was set up within the 
quarterly foreign exchange budget in the second quarter of 1950. The 
relative importance of the long-term foreign exchange budget, however, 


“In the early post-war period, some items of industrial equipment were delivered 
to China, the Philippines, the Netherlands, and the United Kingdom. At the same 
time, Japanese Overseas assets valued at over $3,000 million were transferred by ex- 
propriation. No transfers have been made since the spring of 1949, 

In addition to the reparations claims, the United States claim against Japan for 
post-war aid totals $1,800 million. Japan’s pre-war foreign exchange bonds include 
$67.6 million of dollar bonds and £61.1 million of sterling bonds. Together with ’ac- 
cumulated interest since 1941, these claims add up to an external indebtedness of 
approximately $360 million. Japan is obligated to conclude a settlement of these pre- 
war claims under the terms of the Peace Treaty. Early negotiation of sucha settlement 
may be expected, due to Japan’s desire to induce renewed foreign investment and to 
establish external credit. 

For a brief discussion of the reparations problem, see Golay, of. cit., p. 18. 

® Section on “Taxation of Foreign Trade.” 
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declined after the prices of raw materials began to fall in the second 
quarter of 1951 (see appendix table IX.4). 


Within the scope of existing legislation, the extent of Japanese export 
control tended to widen during 1951-52. This contrasted with the ten- 
dency of import controls which was in a more liberal direction. Consider- 
ations of international politics, raw material shortages, and inflationary 
pressure explain much of the difference. The changes in export controls 
may be grouped in three main categories: 


(i) The number of goods the export of which was banned, either 
completely or to particular countries, registered a sharp increase after the 
outbreak of the Korean war. Among these the number of goods labelled 
“strategic” and subject to quasi-military control was increased. As raw 
materials became short in supply, controls were tightened upon their re- 
export, and upon the export of the finished products which embodied 
them. When not banned outright, exports were sometimes permitted only 
for dollars or when linked to the procurement of specific imports desired 
by Japan; 

(ii) As Japanese exports, particularly textiles, fell in price in the sec- 
ond half of 1951, the Japanese Government increased the number of 
categories in which exports could be approved only after examination of 
the prices involved. The stated reasons for these restrictions were to pre- 
vent dumping, to forestall increased tariffs or discriminatory tariffs against 
Japanese goods, to prevent quality deterioration, and to bring back into 
the market importers who were anticipating further price declines; 


(iii) After Japan’s sterling balances had risen above $280 million in 
March 1952, the Japanese Ministry of International Trade and Industry 
announced a pegging of annual exports to the sterling area, including a 
number of countries of the region, at $650 million for one year, with 
export quotas set for eight major items.” This cut in trade is expected 
to reduce Japan’s sterling balances below $200 million by the end of 
February 1953. 


During 1951, trade agreements were concluded, or were under negotia- 
tion, with twelve countries, and payments agreements with nine.” In the 


” These export quotas are: iron and steel products, 492 thousand tons; cotton yarn, 
27 million pounds; cotton cloth, 690 million square yards; rayon yarn, 18.2 million 
pounds; rayon fabrics, 186.2 million yards; staple fibre yarn, 5.5 million pounds; 
rayon staple, 23 million pounds; and staple fibre fabrics, 47.5 million square yards. 

In allocating the export quotas, the Ministry will give preference to countries 
having trade agreements with Japan, i.e., Burma and Pakistan. Next in order will 
come entrepéts, i.e., Hong Kong and Singapore. As between export firms, quotas 
will be based on 1950-51 records, with 90 per cent of the export quota allocations 
going to old firms and 10 per cent reserved for new firms in order of application. 

™ Trade agreements, or trade programme revisions, were revised or under negotia- 
tion with Finland, western Germany, Netherlands. Indonesia, Korea, Philippines, 
_ Ryukyus, Burma, Pakistan, Spain, Sweden and Thailand. Payments agreements 
were revised or under negotiation with the Belgian currency area, Finland, western 
Germany, Netherlands, sterling area (see following note), Burma, Pakistan, Spain 
and Sweden. 


‘ 
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cases under negotiation, previous agreements were continued in effect until” 
the formulation of new programmes. Eighty per cent of Japan’s export 

trade in 1951, and 49 per cent of its import trade, was with trade agree- 

ment countries. The corresponding percentages for 1950 were 58 and 54, 

showing increased reliance on trade agreements by Japan’s export 

trades. 


Of the new agreements adopted, by far the most significant was that 
with the sterling area,?? signed on 31 August. This agreement was largely 
responsible both for the expansion of Japan’s exports in the final quarter 
of 1951 and for Japan’s accumulation of large sterling balances. 


The provision which has served to expand Japanese exports and simul- 
taneously to accentuate its problem of sterling accumulation is the elimina- 
tion of the “dollar clause” which was contained in the former agreement. 
Whereas previously any Japanese positive balance in excess of £17 million 
could be converted into dollars at Japan’s option, Japan can now use such 
sterling for payments to countries outside the sterling area only with 
permission of the Bank of England and of the third parties concerned.** 
Nevertheless, an advance guarantee was given that all applications for 
permission to pay in sterling for goods or services imported by Japan 
from transferable account countries would be automatically granted. This 
change permits sterling area countries to buy Japanese goods without 
settling in dollars in case the import surpluses with Japan are over 
£17 million, and therefore operates to make Japanese goods more attrac- 
tive. On the other hand, the uses to which Japan can put its sterling 
receipts are limited. 


In addition, Hong Kong, which under the former agreement had not 
been treated as part of the sterling area, was now included. The con- 
sequence of this proviso was to permit Hong Kong to pay for imports 
from Japan in sterling instead of dollars. It also provided other countries 
of the region, e.g., Indonesia, the Philippines and Thailand, with a means 
of economizing dollars in buying Japanese goods. In several Asian free 
markets, notably Bangkok and Hong Kong itself, the pound-dollar cross 
rate fluctuated between $2.40 and $2.50 per pound, as compared with the 
official rate of $2.80.** Holders of dollar balances could, by buying pounds 
on these free markets and using the pounds to buy Japanese goods in 
Hong Kong, make better bargains on some commodities than by buying 

= : 

Austtelig, Cevlon, Hong Keng, Indu, New Gealeat Saas kee eee 


dom and the British dependencies. Burma and Pakista 
; I : n, although members of 
sterling area, signed separate trade or payments agreements with ier be 
* The significant exceptions are the United States. C i 
S anada, Argent 
Peru, Switzerland, and free exchange markets. ‘ ; Ss 


“ Tapan has promised, in the same treaty, to re 
a ‘ , n y, spect the pound-dollar cross-rat 
refrain from buying cheap pounds in these free markets. iar 


Hungary, 


} a 7 ee 
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directly from Japan. Such indirect arrangements had been impracticable 
previously, since dollars would have had to be repurchased to pay the 
Japanese exporter. The effect of including Hong Kong was probably 
some over-all increase in Japan’s exports, but primarily a shift in export 
destination from other ECAFE countries to Hong Kong. Japan’s dollar 
position was likewise tightened somewhat by the reduction of its trade 
surpluses with dollar countries and open-account countries in the region. 


The future outlook 


Like Java and parts of China and India, Japan has had “too many 
people on too little land”. Unlike these other areas, Japan has been fairly 
thoroughly explored and developed, except for portions of the northern- 
most island of Hokkaido. Development and industrialization solved its 
economic problems for half a century or more, but its development pros- 
pect is now more limited. Where investment is sought at present, it is 
sought more for replacement and modernization of existing capital than 
for expansion. The so-called “Ackerman Report” to SCAP,” after a 
survey of Japan’s own natural resources and development possibilities, 
pessimistically limited Japan’s available alternatives to three: international 
mendicancy, reduced population, and living standards permanently lower 
than pre-war. 


In terms of international economics as has been said, Japan’s problem 
translates itself into the production of sufficient exports, at sufficiently 
attractive prices, to provide necessary imports of food and raw materials. 
“Tnternational mendicancy” would mean reliance on grants or loans—the 
latter repaid, if at all, from an increasing volume of new loans. Further- 
more, Japan has what may turn out to be a chronic unbalance in its foreign 
transactions resulting from its persistent import surplus with the dollar 
area and export surplus with the sterling area. This problem would not be 
solved, unless the complete convertibility of sterling is restored. 


A number of suggestions have been made, directed at one or other 
aspect of these problems. Some are of a short-run or stop-gap nature, 
whereas others may provide elements of a longer-run solution, particularly 
in so far as they combine specifically Japanese problems with those of the 
development of other countries of the ECAFE region: 


(1) Within Japan itself, there is pressure for wider trade with the 
Chinese mainland and with the Soviet Union. The Chinese mainland in 
particular can provide Japan with needed iron ore, coking coal, salt, and 
soybeans, at prices substantially cheaper than those of present sources 
within the dollar area, and this would reduce the cost of many of Japan’s 
exports. The Chinese mainland can also provide Japan with a market for 
textiles and machinery. Export of many items to these countries is 


> 4 Report on Japanese Natural Resources (Two volumes. Tokyo: GHQ, SCAP, 
1949), Vol. I, pp. 523-27. 
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banned on strategic grounds, but the Japanese have pressed to reduce the 
list of strategic items.?® Furthermore, the People’s Republic of China has 
offered to accept sterling as well as goods in payments for its exports 
(other than soybeans), thus helping Japan to dispose of excess sterling.” 
The objections to resuming large-scale trade with China, in line with 
Japan’s pre-war trading pattern, are political rather than economic in 
character. 


(2) Mention has already been made of plans, not as yet showing 
concrete results, to shift both food and raw material purchases away from 
dollar countries to sterling and open account countries.** Here an economic 
barrier exists as well as a political one, inasmuch as certain of the sterling 
exports involved, notably cotton, are more expensive in terms of yen at 
official rates than are the competitive dollar exports. There is danger of 
alienating potential sources of dollar aid if the shift of Japanese imports 
to the sterling area, China, or the Soviet Union reacts unfavourably on 
American agricultural or export interests. On the other hand, tied loans 
by the Export-Import Bank, usable only for purchase of specified Ameri- 
can products, will retard necessary readjustments in Japan’s trade pattern. 


(3) Opinions differ as to the extent to which Japan can reduce the 
costs of its exports without resorting to dumping or to reducing real 


* Japan has already been partially exempted from the terms of the ban on United 
States economic aid for countries selling strategic materials to designated countries. 
The National Security Council of the United States has reported that Japanese trade 
with the Chinese mainland is necessary, and that a permanent loss of the Chinese 
market would be seriously detrimental to Japan. A new trade formula to reopen 
transactions on a limited scale between Japan and the mainland of China was worked 
out and put into effect by the Japanese Ministry of International Trade and Industry 
in September 1951. By this formula, Japanese traders can export cotton yarn, cotton 
textiles, rayon and its products, and staple fibre goods (with certain designated excep- 
tions) to the mainland of China and Hong Kong. Export of cotton cloth and yarn to 
the mainland of China, however, is permitted only for barter against vital imports 
needed by Japan, while chemical fibre cloths and yarns may be exported without resort 
to the barter system if payment is made in dollars. 


This agreement has proved a less significant advance in the re-opening of Sino- 
Japanese trade than was originally expected, and pressure for further relaxation arose 


from the Japanese side during the first quarter of 1952, particularly as regards metals 
and machinery. 


“Japan apparently considers the problem of over-stocking of export items more 
pressing than that of sterling balances, and would probably prefer to pay for Chinese . 
products the particular goods which are over-stocked but which the Chinese do not 
appear to demand. This conclusion is suggested by negotiations in the Burma-Japanese 
trade agreement, in which Burma offered 100,000 tons of rice for sterling at the same 
price at which 200,000 tons had been offered in exchange for miscellaneous goods. The 
Japanese accepted the barter portion of the offer, but not the purchase. Japanese 
preference for working off stockpiles prior to sterling balances is probably strengthened 


by the possibility of the Burmese using the sterling to buy competing goods from India 
or the United Kingdom. 


* A decrease in production and employment will probably result from any correlated 
reduction in (dollar) imports of raw materials and (sterling) exports of finished 


products, such as was announced by the Ministry of International Trade and Industry 
in March 1952, 
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wages.” Some reduction is apparently possible. Special procurement buy- 
ing apparently permitted higher prices and wider profit margins than had 
prevailed in Japanese industry in the year prior to the Korean war. 
Statistics of the Bank of Japan suggest that, while real wages in 1951 
were 280 on a 1947 base of 100, average labour productivity had risen to 
378 on the same base, largely due to capital imports in 1948-51 and to 
capacity operations during the war boom. These figures suggest that 
reasonable reductions in profit margins would permit substantial reduc- 
tions in export prices.*° However, the autumn “labour offensive” of 1951, 
with resultant increases in wages, may have reduced the differential. 
Furthermore, the figures cited are over-all, and conceal inter-industry 
disparities which may be substantial. It is, of course, possible that further 
capital investment will permit further increases in productivity and reduc- 
tions in cost. 


(4) The current importance of the remainder of the ECAFE region 
in Japanese export trade has been mentioned several times. On the import 
side, the region is also Japan’s major source of rice and rubber. In order 
to develop and enhance trade possibilities in this critical area, a number of 
Japanese traders and commission agents established themselves, for the 
first time since 1945, in several important markets: Hong Kong, Pakistan, 
China (Taiwan), and Thailand. In addition, the Japanese Government 
has appointed trade missions to a number of South and East Asian coun- 
tries, and Japanese merchant shipping lines have resumed operation along 
the southeast Pacific and Indian Oceans. A Japanese Economic Mission, 
sent to Pakistan in September, was instructed to find out the particular 
types of textiles which would meet local demands, as well as Pakistan’s 
specific machinery requirements for its two- and six-year industrialization 
plans. It is the hope of some Japanese exporters that, by providing more 
rapid delivery and more detailed accommodation to the needs of other 
Asian countries than do their American and European competitors, they 
may be able to retain and expand their share in these markets despite 
slightly higher prices than those of their competitors. 

(5) In particular, the Japanese expect to secure important indirect 
benefits from the economic development of the less advanced countries of 
the region over a fairly long period in the future. On the export side, they 
expect to be able to more than make up, in increased sales of machinery 
and development goods,** for any losses which may result from develop- 


Frequent proposals have aimed at lowering the foreign money costs of Japan’s 
exports by devaluation of the yen. The Japanese Government has opposed these pro- 
posals, on the ground that living costs and raw material prices would rise sufficiently 
to eliminate the advantages of devaluation. Discussion of multiple exchange rates 
(with the yen made cheaper for exports and dearer for imports) has not arisen. 
Japan, with its passive trade balance, would have difficulty in financing such a system. 

* This is the position taken, e.g., by Golay, op. cit., p. 20. 

1 These particular hopes may be dashed in so far as economic development in the 
region is financed by tied loans which require expenditure of the proceeds on machinery 
and equipment from the lending country. (U.S. Export-Import Bank loans are of this 
type.) Japan lacks financial resources to engage in large-scale international long-term 
lending, tied or untied, on its own account. 
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ment of textile industries abroad. Moreover, increased national incomes 
in the under-developed countries will increase the over-all demand for 
textiles. On the import side, agricultural development will mean increased 
supplies from the rice surplus countries, even after allowance is made for 
a higher level of domestic consumption in these countries. Rival import 
demands, moreover, may be reduced if such countries as China and India 
achieve self-sufficiency in staple foods. Increased availability of raw cotton 
is also expected at the same time. With regard to foreign exchange, im- 
ports from the sterling area countries of the region will permit Japan to 
dispose of sterling balances more readily than at present. 


(6) Between the end of 1951 and the time when the economic develop- 
ment programmes of the other ECAFE countries get effectively under 
way, Japan expects increased demand for its export products in connexion 
with the rehabilitation of Korea under United Nations auspices. The 
principles involved do not differ from those involved in development 
projects elsewhere, but Korea is closer to Japan than any other country 
of the region, the Japanese are peculiarly familiar with Korean tastes and 
markets, and the prospects for rapid action are greater. 
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PART THREE 
, FINANCE AND PRICES 


CHAPTER X 
Money and credit 


INCREASE IN DEMAND FOR LOANABLE FUNDS 


The demand for loanable banking funds in countries of the region, 
except Japan, has originated mainly from the financing of foreign and 
domestic trade. Even in India, about one-half of the demand is from this 
source. This state of affairs is easily explained by the slow economic 
development of some countries and by the limited industrialization of 
others. By contrast, in Japan, as in the industrialized economies of the 
west, the major demand for loanable banking funds originates from the 
needs of industry for short-term finance. 


Although the region is primarily agricultural, agricultural producers do 
not resort to organized banking to any large extent. Commercial loans are 
usually for periods of three months, while even the short-term credit 
needs of agriculture are usually for six months or longer. Long-term or 
investment banking has hardly entered the field of agriculture in the 
ECAFE region. Moreover, agriculture has been at a disadvantage in 
competing for funds with industry and trade. Market rates of interest 
have tended to be higher for agriculture, for a number of reasons, in- 
cluding the systems of land tenure.t The turnover of capital in agriculture 
is much slower than in industry or trade; since interest rates are charged 
on a time basis, the ratio of interest to total gross revenue is correspond- 
ingly heavier in the case of agriculture, even at the same market rate. 


Changes in the demand for loanable funds may be due to various causes. 
Some of these are: a change from a barter or near-barter economy to a 
money economy; seasonal factors; economic growth, changes in price 
levels; an increased volume of foreign trade; speculation in commodities 
in anticipation of price increases. Although a gradual transition to a 
money economy continued in the region during 1951, in virtually no 
country were changes sufficiently significant to warrant a substantial 
increase in the demand for loanable funds on this score. Seasonal move- 
ments continued to be important in many countries of the region, espe- 
cially in Burma, Ceylon, India and Pakistan, where the busy seasons 
occurred between October/November and April/May. The seasonal de- 
mand for loanable banking funds originated mainly from the marketing 

1 Agriculture has had to pay higher rates of interest because of: (a) inaccessibility 
of banking or organized lending to rural communities, (b) higher risks attached to 


agriculture because of crop failures, etc., and (c) lack of suitable security when the 
borrower is not himself a land-owner with power to offer real estate as collateral. 
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of agricultural crops. Imports also tended to be concentrated in certain 
months, and in consequence the seasonal demand for funds was accentu- 
ated by import financing as well. 


National output in real terms in most countries of the region increased 
during 1951, and the increase in demand for loanable funds was due 
partly to this. A more important factor affecting the demand for funds 
was the increased volume of both import and export trade, coupled with 
the rise in price levels which occurred after the outbreak of the Korean 
war and continued into 1951. The demand for loanable funds thus in- 
creased, to finance both a higher real domestic output and a higher real 
volume of imports at a higher price level.? The demand for funds increased 
also on account of speculation in countries producing commodities, such 
as tin and rubber, which experienced an export boom. 


An increase in the demand for funds to carry on normal business trans- 
actions may be inferred from a combination of the following criteria :* 
(1) increases in the ratio of bank clearings to deposit money, or in the 
ratio of bank debits to demand deposits or deposit money, (2) increases 
in the indexes of economic activity, e.g., trade values, industrial output, 
agricultural output, and (3) changes in the volume of lending actually 
carried out.* 


Appendix table X.1 deals with the first of the above criteria, which is 
related to the velocity of circulation of bank deposits. Velocity seems to 
have increased generally in the second half of 1950, immediately after 
the outbreak of the Korean war. The increase continued during the first 
half of 1951, being in general greater than in the corresponding period of 
1950. During the second half of 1951, however, it began to abate some- 
what, partly owing to the decline in export prices beginning in March, 
and was in general less than in the second half of 1950. There were 
exceptions to this regional pattern. In Ceylon, Thailand and perhaps 
Malaya, velocity declined in the first half of 1951, and increased again at 


the end of the year. In India, Japan and south Korea, the increase con- 
tinued throughout 1951. 


Passing to the second criterion, the real volume of transactions to be 
financed, the principal increases in demand for funds appear to have 
emanated from foreign trade. With the Korean war boom and the export 
inflation generated in most countries of the region from July 1950 to the 
middle of 1951, the value of foreign trade in many countries doubled 
within one year of the outbreak of the Korean war. 


Judging from the total value of trade, the increased requirements for 


*To a certain extent, the bank credit expansion was a cause as well as an effect of 
the price increases. See chapter XII, “Inflation and Deflation,” especially the section 
on “Secondary inflation.” 

* The speculative demand for money to hold for long periods is a phenomenon asso- 
ciated with deflation and depression. Its symptoms are quite different, and it was of 
negligible importance in the ECAFE region in 1950-51, 


* These changes were also due to increases in the supply of loanable funds, which 
will be considered in the next section. 
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foreign trade financing were most important in North Borneo, Burma, 
the three states of Indochina, Indonesia, Malaya, Pakistan and Japan, and 
less so in the Philippines and Thailand. In Burma and Ceylon the need 
for credit for trading purposes was accentuated by the policy of encour- 
aging nationals of the country to play a larger part in trade. To the 
extent that indigenous traders are financially not as strong as foreigners, 
the demand for loanable funds probably increased. 


In most countries, much of the increase in the demand for credit arose 
from the need to finance exports. In Burma and the Philippines, however, 
the increase in demand for credit came mainly from the import trade as a 
result of relaxation of import controls. In Burma, the export of rice and 
timber is in the hands of the Government, although during 1951 some 
private export of rice was permitted, and this gave rise to a need for 
export finance. In the Philippines, letters of credit covering imports were 
at record levels during 1951, merchants were requesting deferment of 
payment of sight drafts until arrival of steamer, and were then requesting 
trust receipts for a further 60 days. 


The financing requirements of internal trade also increased, judging by 
the changes in internal freight carried by the railways. This increase was 
greatest in Burma where the index of railway freight ton-kilometres during 
1951 jumped to almost three times that of the first half of 1950. The 
amount of inland water freight (in ton-kilometres) carried also increased 
to 214 times by the third quarter of 1951, partly as a result of further 
restoration of law and order and the bringing of more areas under gov- 
ernment control. Demand for financing internal trade also increased 
significantly in Ceylon, Indochina, Indonesia and Japan. In Hong Kong, 
however, the index of railway freight carried in 1951 was below that of 
the first half of 1950. This was due to the ban on the export of strategic 
materials from the United States to Hong Kong during 1951. In the 
Philippines, although the index of railway freight carried declined during 
1951, there were other signs of an increase of business activity and thus 
an increase in demand for funds for internal trade. The index of gross 
sales and/or receipts of all items of leading business establishments in 
the Philippines increased from 84.5 in June 1950 to 107.3 in June 1951 
(1949 equals 100). In the last two months of the year there was, however, 
a slight decline. 


There were also increases in the real volume of industrial and agricul- 
tural transactions in many countries of the region, although these were 
not as rapid as in the case of trade. The increase in demand from industry 
was most marked in India and Japan, where it arose both from the need 
to finance a considerably larger volume of output and from rises in the 
prices of raw materials and in wages.® In India, the rapid rise in prices 


5 There was a considerable rise in money wages in Japan, the average monthly cash 
wages of permanent employees in manufacturing industry increasing from 10,970 yen 
in January to 12,244 yen in November. For changes in industrial output, see chap- 
ter I, “Production Trends.” 
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of industrial raw materials, from 491 (base 1939 equals 100) in June 1950 
to a peak of 689 in June 1951, was particularly important. There was 
some decline in the prices of industrial raw materials in the second half 
of 1951, but they still remained much above those prevailing in 1950. 


The increase in the need for funds for agriculture in the region was 
due less to an increase in output than to a rise in costs, including wages. 
‘In Ceylon, the minimum money wage rate index (1939 equals 100) for 
the tea and rubber estate workers increased from 356 in June 1950 to a 
peak of 462 in May 1951, thereafter declining slightly. In Vietnam, there 
was a general rise in wages of between 10 and 15 per cent in the space 
of one year from June 1950 to June 1951, not only in the Saigon-Cholon 
area but also in the agricultural districts. In the Philippines, a minimum 
wage law became efféctive in August, and money wage rates for unskilled 
labour were 8 per cent higher in 1951 than in 1950. Since the minimum 
wage law was applicable to agriculture, the wage rates of agricultural 
labourers rose as well. 


EXPANSION OF BANK CREDIT 


As a result of the increase in demand for funds there was a general 
rise in loans, advances and bills purchased or discounted by commercial 
banks during 1951, as compared with the first half of 1950. The expan- 
sion of short-term credit did not take place at the same rate in all countries 
and would have taken place at a faster pace had banking been more devel- 
oped. It increased over four times in south Korea and by 50-100 per 
cent in Burma, Ceylon, Japan, Malaya and Pakistan, as shown in appendix 
table X.2. In Burma, Ceylon and Malaya, the expansion reached its peak 
in the first half of 1951; the volume declined slightly thereafter, but 
remained at fairly high levels. In Pakistan, the volume of short-term 
credit contracted towards the end of the second quarter and particularly 
during the third quarter of 1951, owing mainly to reduced demands during 
slack seasons, but in the last quarter, credit again expanded considerably 
with the onset of the busy season. In Japan there was rapid credit expan- 
sion through the whole of 1950 and 1951. In fact credit had been expand- 
ing so fast that the Japanese banks were experiencing an “over-loan” 
situation, which will be examined later in this chapter. 


Credit in 1951 expanded steadily at a slower pace in India, Indochina, 
the Philippines and Thailand. In India, there was some decline in the 
third quarter due to seasonal factors, and the expansion in the busy 
season in 1952 is likely to be less than in 1951 owing to monetary measures 
adopted by the Reserve Bank of India. 


An expansion of short-term credit can be brought about or facilitated 
in one or more of the following ways: (a) through an increase in cur- 
rency (by the monetary authority) ; (b) through an increase in the com- 
mercial banks’ balances with the central bank (by increased lending by 


*A minimum daily wage of P.2.50 was prescribed for agricultural labour but only on 
units of 12 hectares or over. 
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the central bank to commercial banks); (c) by the running-down of 
banks’ cash balances (currency held plus balances kept with the central 
bank); (d) by the banks selling their investments to non-bankers or to 
the central bank and obtaining cash against which to create credit; (e) by 
the branches of foreign exchange banks borrowing from overseas money 
markets or from their head offices. 


Increased bank reserves 


In most countries, expansion of short-term credit has been brought 
about by the operation of more than one of the above methods, though 
with different degrees of effectiveness. The most important has been the 
increase in bank reserves.” Increase in currency, in particular, was respon- 
sible for the credit expansion in China (Taiwan), Ceylon, Indochina, 
Indonesia, south Korea, Malaya and Thailand (see appendix table 
X.2). In China (Taiwan), Ceylon, Indonesia, Malaya and Thailand, the 
increase in bank reserves was due to an increase of currency in circulation 
by 50-100 per cent between the first half of 1950 and the last quarter of 
1951. In south Korea, the increase in the currency was ninefold. In 
India and Japan, on the other hand, the increase in reserves was due more 
to the funds obtained from the central bank than to an increase in cur- 
rency in circulation. In India, the commercial banks obtained their funds 
during the 1950/51 busy season (as they had done in previous busy 
seasons) by selling their government securities to the Reserve Bank of 
India.* Thus the Reserve Bank of India’s holdings of government rupee 
securities during the period 24 November 1950 to 30 March 1951 in- 
creased by Rs.630 million, as compared with an increase of Rs.80 million 
for the corresponding period of the previous year. In Japan the increase 
in the loans granted by the Bank of Japan to the commercial banks en- 
abled the latter to expand short-term credit very rapidly so that, by the 
last quarter of 1951, it was almost double that of the first half of 1950. 


Problems of “over-loan” 


By “over-loan” is meant a situation in which banks have been creating 
credit and have increased the ratio of loans, advances and bills discounted 
to deposits to levels which endanger banking liquidity. Usually, the ratio 
of cash to total deposits also tends to be either reduced or low, thus 
aggravating the illiquid position. In Japan, where the problem is most 
severe, the proportion of short-term credit to total deposits was as high 
as 89 per cent in the first quarter of 1950 (see appendix table X.2). 


7 Bank reserves include commercial banks’ holdings of currency plus their balances 
kept with the central bank. The commercial banks were able to create credit because 
these increased, no doubt due to other factors such as monetary and fiscal policies and 
the balance of payments position. 

® With the raising of the bank rate in November 1951, the Reserve Bank of India 
announced that it would no longer purchase government securities from commercial 
banks during the busy season, but would use other methods of rediscounting bills. 
Thus, in the 1951/52 busy season, sales of government securities to the Reserve Bank 
of India declined. 
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Owing to the economic legacies of the war, the urgent need for rehabili- © 
tation, post-war inflation, and low equity capital formation, banks had 
provided a high percentage of the total capital of Japanese industry. 
Their loans had been extended and renewed to the extent that industry 
seemed to be relying on banks for funds which normally should have 
been supplied internally or through the capital market. With the outbreak 
of the Korean war and the urgent need for industrial finance, the com- 
mercial banks further extended their loans. By the iast quarter of 1951 
short-term credit as a percentage of total deposits had reached 104.° Cash 
as a percentage of deposits had also declined from an already low figure 
of 3 in the first quarter of 1950 to 2 in the last quarter of 1951. This was 
made possible by the absence of legal reserve ratios in Japan. 


The over-loan situation in Japan was aggravated during 1951 by two 
factors. First, large commercial imports of $1,090 million were made 
during January—June and considerable sums of money were required to 
take delivery of these. Second, a dull market necessitated inventory 
financing to avoid losses and price declines. 


To relieve the over-loan situation, without contracting existing loan 
balances, it has been suggested that part of the existing loans be funded 
into long-term paper, which would then be held by the Bank of Japan, 
by some agency of the Japanese Government or by the banks themselves 
as investments. In the first two cases, the commercial banks would gain 
additional reserves by selling the long-term paper; presumably they would 
also be able to finance additional lending at short-term. In the last case, 
that is, if the long-term paper were held by the banks themselves, the 
“correction” would be almost completely a technical or formal one. 


In China (Taiwan), Indonesia, and south Korea also, the percentages 
of short-term credit to total deposits have been at levels indicating the 
existence of an over-loan situation. In south Korea, in May 1950, even 
before the outbreak of the Korean war, short-term credit as a percentage 
of deposits was 95; it declined however to about 71 per cent in the third 
quarter of- 1951 owing to the deposits expanding at a faster pace than 
loans as a result of the eight-to-nine-fold increase in currency issue, some 
of which percolated into the banking system. In the last quarter of 1951, 
it jumped to 91 per cent, indicating a re-emergence of the problem. In 
Taiwan and Indonesia the case is not so clear-cut, inasmuch as the Bank 
of Taiwan and the Java Bank perform both central and commercial 
banking functions.%° In Taiwan, short-term credit as a percentage of 
deposits was as high as 196 per cent in the first quarter of 1950; during 
1951, however, the over-loan situation eased somewhat and the per- 
centage dropped to 67 by the third quarter. In the last quarter, however, 
there was a recurrence of the over-loan situation. In Indonesia, loans 

* Since loans create deposits, a figure of over 100 implies that the volume of deposits 
not so created is close to zero. 


_ “In order to separate the commercial banking functions from the central banking 
functions, the government transactions of these banks have been excluded. 
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reached 78 per cent of deposits in the second half of 1951. The liquidity 


situation in Indonesia was aggravated by a declining ratio of cash to 
deposits. 


In India, the average ratio of short-term credit to deposits of all 
scheduled banks has not yet reached dangerous levels, but the statistics 
for the foreign exchange banks seem to indicate an over-loan situation. 
Advances of these banks increased from 73 per cent of deposits in Sep- 
tember 1950 to 102 per cent in September 1951. The foreign exchange 
banks in India are normally in a very sound position, as their business 
there usually represents only a small portion of their total business, and 
they have access to funds in the world money markets. The dangers of 
an over-loan situation in these exchange banks are therefore not as 
great as in other banks in the region. 


Running-down of cash balances 


The expansion of short-term credit by commercial banks has also been 
brought about by the running-down of cash balances in hand and at 
central banks, especially in Burma, Indonesia and the Philippines. In 
Burma, the currency in circulation could not expand easily, because of 
the operation of the sterling exchange standard.* After a decline of the 
currency in circulation in the second half of 1950, there was some ex- 
pansion in the first half of 1951 which was not enough, however, to form 
the basis of much credit creation, especially as there was a further decline 
in the second half of the year. The Union Bank of Burma also gave no 
loans to the commercial banks upon which they could create credit. 


The major course open to the commercial banks in Burma was to run 
down their cash balances, and these declined from 32 per cent of deposits 
in the first quarter of 1950 to a steady 20 per cent throughout 1951. In 
Burma and Indonesia, without minimum reserve requirements, the banks 
had, for many years, held reserves in excess of what they themselves 
considered a safe level. They could therefore expand credit freely. In 
Indonesia, where cash balances had been as high as 40 per cent of deposits 
in the first quarter of 1950, they were reduced to 14 per cent in the last 
quarter of 1951. In the Philippines, where cash balances had been as high 
as 31 per cent in the last quarter of 1950, the need for credit to finance 
the import trade as a result of the more liberal import policy prompted 
the commercial banks to run down cash balances. This they were able to 
do, not only because they themselves regarded their reserves as more 
than sufficient, but also because of the existence of excess legal reserves, 
which stood at P.128.6 million at the end of 1950, but fell to P.19.3 million 
at the end of 1951. 

"4 This rigid exchange standard was abandoned in early 1952, by the passage of the 
Union Bank of Burma Act, 1952. In 1951, Burma was accumulating foreign balances, 
but these were accumulated mostly by the Government, which turned them over to 
the Union Bank of Burma in exchange for local deposits. As the Union Bank of 


Burma had enough currency on hand, it had very little occasion to pass on the foreign 
exchange to the Burma Currency Board in exchange for currency. 
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Running down of cash balances also occurred, to a lesser extent, in 
Malaya and Pakistan. In Malaya, cash balances declined from 10.8 per 
cent of deposits at the end of 1950 to 8 per cent in the last quarter of 
1951. In spite of the export boom, the currency in circulation did not 
expand fast enough, given a steady drain out of the banks, to support the 
credit expansion. This was partly due to the time lag between the increase 
in demand for loanable banking funds for exports, the receipts of the 
export proceeds in foreign exchange, and the conversion of the foreign 
exchange into local currency. In Pakistan the running-down of cash 
balances was mostly seasonal and, by the third quarter of 1951, balances 
had been more than restored to previous levels. 


In Ceylon, south Korea and Thailand, on the other hand, cash reserve 
ratios rose in 1951. In Ceylon cash balances rose from 17 per cent of 
deposits in the second quarter of 1950 to 30 per cent in the last quarter 
of 1951; in south Korea, from 15 per cent of deposits in May 1950 to 
38 per cent in the third quarter of 1951; in Thailand from 31 per cent 
of deposits in the second quarter of 1950 to 42 per cent in the correspond- 
ing quarter in 1951. The short-term credit expansion in these countries, 
based on the larger amount of currency in circulation, would have been 
even more rapid had it not been for higher cash balances kept by the 
banks. 


Selling of securities by banks 


Selling of securities by the commercial banks, in order to replenish 
funds and make additional short-term loans, has not been an important 
factor in the region, except in India. The commercial banks themselves 
generally do not hold much of their assets in the form of investments. 
Foreign exchange banks tend to invest their surpluses from all countries 
in the capital markets of their home countries, exchange control and bank- 
ing laws permitting. When foreign exchange banks sell their domestic 
securities in the home centres, and transfer the proceeds to their branches, 
the effect in their branch centres is the same as an inflow of new banking 
funds. There is no effect on the local capital market, but only on the 
money market. Again, even in the case of commercial banks holding sig- 
nificant sums of local securities, it is difficult for them to realize funds 
by sale, as in most countries of the region there is no organized capital 
market. The central banks are also generally unwilling to buy government 
securities from the commercial banks when there is no pressure to support 
the government securities market. 


India represents the principal exception to the above generalization. 
The Indian banks have sold mainly government securities, which have 
been purchased by the Reserve Bank of India. In the early post-war years 
the sale of government securities was mainly to meet the requirements 
for seasonal funds during the busy season, so that, at the beginning of 
the slack season, the banks usually bought back all the securities they had 
sold to the Reserve Bank in the busy season. Since 1949, however, the 
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banks have not been re-purchasing the full amounts sold, due to the need 
for funds with which to increase their lending for non-seasonal purposes. 
The outbreak of the Korean war increased the demand for loanable 
banking funds in India as elsewhere. The banks, in order to meet this 
demand, began to sell government securities on a larger scale. Their 
holdings of government securities declined from Rs.3,660 million in 
December 1950 to Rs.3,130 million in November 1951. The scheduled 
banks’ total investments declined from 44 per cent of their deposits in 
the last quarter of 1950 to 36 per cent in the second quarter of 1951. The 
Indian banks could not expand credit without selling their securities, 
because the currency in circulation declined somewhat at the end of 1950, 
and they had little excess reserves.” 


Import of banking funds 


Although in all countries of the region, except China, India and Japan, 
an important share of banking is performed by foreign exchange banks, 
the import of banking funds was not significant except in Burma and 
Pakistan. This was partly due to the exchange control laws in both 
would-be exporting and would-be importing countries, but mainly to 
preference for other methods of supporting credit creation to satisfy the 
demand for loanable funds. 


In Burma, although the average cash balances of all commercial banks 
in the first quarter of 1950 were as high as 32 per cent of deposits, many 
foreign exchange banks, which had very low cash balances, were forced 
to borrow from abroad. The amount of such borrowing and import of 
banking funds by commercial banks reached a peak of over Rs.40 million 
during the first quarter of 1951, which was eight times greater than that 
for the corresponding period of 1950. The significance of this amount 
can be realized if it is compared with the average cash balances of Rs.57 
million held by all commercial banks during the last quarter of 1950. 


In Pakistan also, the over-all average cash balance, amounting to 16 
per cent of deposits, does not show the special position of foreign ex- 
change banks, whose cash balances are frequently lower than the average. 
For the busy season, 1950/51, these banks had to import funds from 
abroad on a much larger scale than in the busy season of 1949/50. The 
import of banking funds was mostly seasonal; by the beginning of June 
1951 the overdrafts in London were repaid, and, in the Karachi money 
market, funds were available at 14 per cent with scarcely any borrowers. 


In India also, some reliance was placed on the import of banking funds 
to support credit expansion. The foreign exchange banks which, in 


2 In India the legal minimum reserves of 2 per cent against time deposits and 5 per 
Bete ine (eae deposits are considerably below normal safe levels, these having 
varied between 10 and 13 per cent. During the first halves of 1950 and 1951 the cash 
reserves fell to about 10 per cent of deposits from about 12 per cent in the previous 


slack season. 
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the busy season of 1950/51, relied on this method to a greater extent than 
in the busy season of 1949/50, seem to be using it to finance transactions 
in the slack season as well. Consequently the percentage of advances to 
deposits of exchange banks rose from the already high level of 73 in 
September 1950 to 102 in September 1951. 


RISE IN INTEREST RATES 


During the year there were increases in various interest rates in many 
countries of the region. To a certain extent they were a continuation of 
the increases which occurred in 1950, though they were more rapid. Interest 
rates in the London money market have been increasing in postwar years, 
especially since 1948 (see appendix table X.3). The increases during 
1951 were nevertheless significant. The level of interest rates prevailing 
in the London money market is of importance to most of the money 
markets in the region because of the prevalence of foreign exchange banks 
within the region which rely at times upon their head offices in London 
for funds. Furthermore, an important share of the foreign trade of this 
region is financed by the London money market. Banks within the region 
rediscount foreign trade bills of exchange in London, 


The rise in interest rates within the region generally occurred at all 
levels, i.e., a rise in the government bond yield rate, in the call money 
rate between banks, and also in the lending rate of the commercial banks. 
Chart 5 shows the rise in bond yield rate in India, and the rise in call 
money rates in India, Japan and Pakistan. The seasonal rise of call money 
rates in Pakistan during the busy season in 1950/51 was much greater 
than in the previous busy season, indicating higher market interest rates, 
even though the government bond yields have been fairly stable. In India, 
the call money rate in the 1951 busy season was not only higher than in 
the 1950 busy season, but it remained at high levels for a much longer 
period. The raising of the bank rate by the Reserve Bank of India in 
November from 3 to 314 per cent caused the market rates to increase by a 
corresponding amount immediately and by more later. The call money rates 
by the end of the year had reached levels above 2 per cent. In Burma, 
call money rates rose from 1 to 1% per cent in the fourth quarter of 
1951. The only exception to the rise in interest rates seems to be in Ceylon 
where bond yields have been declining.*# re 


The lending rates of commercial banks also rose in most countries of 
the region. Generally the increases took place at two distinct periods; 
in certain countries around April, and in others at the end of the year, 
In Burma although the Union Bank rate remained unchanged at 3 per 
cent, in April the exchange banks and others, as a result of the tight 
money situation, raised their minimum interest rates slightly for most 
categories of loans and advances. The increases in most cases were no 
more than one-half of 1 per cent. Interest rates of commercial banks in 


“The abrupt rise in bond yields in October was due to the successful floatation of 
new government bonds at 3 per cent. : 
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Burma were again raised somewhat in the fourth quarter of the year.** 
In China (Taiwan), although the Bank of Taiwan’s lending rate on com- 


“4 At the year’s end the reported rates on loans against commodities ranged from 
3% to 12 per cent; on loans against imported goods, from 4 to 9 per cent; on loans 
against gold ornaments and precious stones, from 5 to 12 per cent; on clean overdrafts 
or advances, from 3% to 9% per cent; and on loans against stock exchange collateral, 


from 4% to 6 per cent. 
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mercial loans remained unchanged during the year,® the other commercial 
banks increased their lending rates in April from 3.3 to 4.5 per cent per 
month. The market rate of interest, however, declined from 15 per cent 
per month in February to 9 per cent in June. In India the lending rates 
of commercial banks had already been increasing in 1950 (see appendix 
table X.4). In July 1951 the exchange banks again raised their rates. 
Even the Imperial Bank of India, which has practically unlimited re- 
sources and which has been acting as agent for the Reserve Bank of India 
in many places, increased its rate for advances against government secur- 
ities, for loans of Rs.500,000 and above, from 234 to 3 per cent on 
14 March 1951. This was the first time this rate had been changed since 
March 1949. With the raising of the Reserve Bank rate in November, 
the lending rates of commercial banks were also increased.’® In Japan, 
although the highest rates increased, there was no great change in the 
average rate charged by all banks on loans and discounts. In south Korea, 
the Bank of Korea raised its interest rates on discounts and loans on bills 
to other financial institutions in April 1951. As a result, the interest rates 
on loans and discount rates charged by the Korean commercial banks were 
raised in April, from 13.9 per cent to 17.5 per cent per annum. Rates paid 
on deposits were also raised. In Malaya, the Exchange Banks’ Association, 
in December 1951, raised its minimum rates for advances against property 
from 5 to 6 per cent; against stocks and shares from 5 to 514 per cent; 
against municipal and government loans from 314 to 4 per cent and for 
clean advances from 314 to 4 per cent. Advances against commodities, 
however, remained unchanged at 4 per cent. 


Interest rates in Ceylon and the Philippines did not rise during 1951. 
In Ceylon, the lending rates of the commercial banks do not seem to have 
changed at all. The yield on the Government’s 3 per cent National Develop- 
ment Loan 1965/70, had begun to decline in May 1950 (see chart 5), and 
by the end of the year had reached its nominal interest of 3 per cent. In 
1951, the yield fell below 3 per cent. This fall was arrested in the latter 
half of the year by the successful issue, on 1 August, of a Rs.60 million 
long-term loan at 3 per cent. In the Philippines, the weighted average 
interest rate of bank loans and overdrafts had increased in 1950 from 
5.95 per cent in the third quarter to 6.13 in the last quarter and, in the first 
quarter of 1951, had increased further to 6.19 per cent. Later in 1951, how- 
ever, it began to decline and in the last quarter was 6.09 per cent.27 


In order to determine the reasons for the general rise in interest rates 
it is useful first to inquire into the relationship between the rise in interest 
rates and the amounts of bank credit made available, and in particular to 
see whether or not the rise in interest rates noted above caused credit to 


* The Bank of Taiwan had lowered its rate in July 1950 f 
Tai s rom 3.9 ‘ 
per month, and again in October 1950 to 1.8 per cent fae Ye 
7 See later sub-section, “Raising of bank rate,” of this chapter for further details. 
The distribution of interest rates in the Philippines at the end of 1951 was: 21.8 
per cent of bank loans and overdrafts at 7 per cent interest, 27.4 per cent at 6 per cent 
interest, 20.7 per cent at 5 per cent interest and 13.3 per cent at 4% per cent interest 
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be cut. In 1951, it seems that credit was not cut in the region despite the 


rise in commercial bank lending rates. This is brought out by a comparison 
of the credit expansion and the timing of the rise in interest rates as 
shown in table 56. 


Table 56. Increased interest rates and credit expansion in 1951 


Short-term credit of commercial banks, 
January-June 1950 = 100 


Country and date of increase of interest rate in 1951 rg II III IV 
Burma 

April, and again in the last quarter .......... 170 151 140 151 
China (Taiwan) 

IUD aS < eg, Sia RN OR Se ee cn 92 94 120 144 
India 

March and NOveMmBEr fet: ps sok a ss saad coed 114 123 113 115 
Japan 

Slightly in September and sharply in October.. 137 154 177 196 
Korea, south 

SRL RS Se ee 155 187 250 418 
Malaya 

LISS Civ Sd neh Jee GP foe eg a a 174 170 161 167 


* Except in China (Taiwan), December 1950 = 100, in south Korea, May 1950 = 100, 
and in Malaya, December 1949 = 100. 


It will be seen that, although interest rates were raised in -China 
(Taiwan), India, Japan and south Korea, credit continued to expand. In 
India the temporary decline of credit in the third quarter was due to 
seasonal contraction. With the raising of the bank rate in November and 
the corresponding rise in commercial bank lending rates, and also on 
account of the monetary policy of the Reserve Bank of India, credit 
expansion in the 1952 busy season in India should be less than in the 
previous year. In Burma, the contraction in credit in the second quarter 
was not due to the increase of the lending rate of the commercial banks 
in April, but was caused by seasonal factors. In this connexion, it will be 
noted that credit expanded in the last quarter together with a rise in 
interest rates. In Malaya, it is too early to state the effects on credit of 
the rise in interest rates, as this took place only in December. In the 


Philippines, an expansion of credit occurred together with a fall in 


* 


interest rates. 


From the foregoing analysis, it would seem that the rise in interest 
rates was mainly due to the increase in demand for loanable funds. As a 
result of this increase in demand, there was an increase in the supply of 
credit, but this did not expand as fast as the increase in demand, with 
the result that interest rates rose. In a few cases, notably India, Japan 
and south Korea, the rise in commercial bank lending rates was also due 
to an increase in bank rates. Generally speaking, the rise in interest rates 
took place only after the peak demand for loanable funds had been 
reached, and after the credit of commercial banks had been somewhat 


over-extended. 
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MoNEY SUPPLY 
Increase of money supply 


In almost all countries of the region, money supply increased substan- 
tially during the latter half of 1950 and through 1951 as well (see appen- 
dix table X.5). It increased most in south Korea where, by the last 
quarter of 1951, it had expanded by over seven times as compared with 
the first half of 1950. There were increases of between 60 and 100 per cent 
in China (Taiwan) and Malaya, and between 25 and 60 per cent in 
Ceylon, Indochina, Indonesia, Japan and Thailand. In the other countries 
for which data are available,!2 money supply increased by less than 25 
per cent. In India, taking 1951 as a whole, there was a decline of 3 per 
cent. Money supply in Malaya and Thailand increased more rapidly than 
commodity prices during the year and a half following the outbreak of 
the Korean war, suggesting in part that the effects of the increased money 
supply on money incomes and prices had not yet worked themselves out, 
and in part that the money supply increases had been the cause or result of 
increased production. In Burma, Ceylon, Indochina, Pakistan and the 
Philippines, money supply increased only slightly faster than prices. In 
India and Indonesia it increased at a slower pace than wholesale prices. 
In Indonesia, however, the increase was parallel with that of retail food 
prices in Djakarta. 


The increases in money supply generally occurred at about the same 
rate for both currency and bank deposits. The ratio of deposit money to 
money supply remained approximately constant (see appendix table X.6). 
Noticeable exceptions were China (Taiwan), Indonesia, south Korea, 
and the Philippines. In China (Taiwan), deposit money declined in im- 
portance, as currency issued increased rapidly owing to the breach of the 
currency ceiling by a special “extra-limit” currency issue. In south Korea, 
there was a decline in importance of deposit money during the second 
half of 1950 from 27 per cent of money supply in June to 12 per cent in 
December, due to heavy withdrawals of deposits and a natural shift to 
currency by the public during the war. This trend continued through the 
first half of 1951 as well. In the second half of the year the position 
improved, especially with the beginning of truce negotiations, and the 
relative importance of deposit money began to recover. 


The increase in money supply was most rapid in the year following the 
outbreak of the Korean war. In the second half of 1951, there was a slight 
decline in a number of countries (Burma, India, Indonesia and the Philip- 
pines), while in others, money supply tended to level off or to expand at 
a much reduced rate. Only in south Korea and Thailand did money supply 
in the second half of 1951 continue to expand at the same pace as in the 
previous year, the rate in south Korea being, of course, very rapid. 


An increase in money supply may be due to a combination of the fol- 


* Data are not available regarding mone i i 
oe g g y supply and monetary policy on the main- 
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lowing factors: (a) an expansion of commercial bank credit, (b) a shift 
by depositors from savings to demand deposits,° (c) a surplus in the 
‘balance of international payments, (d) a running down of government 
cash balances in its own treasury and on deposit with banks, (e) an in- 
crease in lending by the central bank. Of these various factors, a surplus 
in the balance of payments was most important in the year July 1950 to 
June 1951, and to a lesser extent in the second half of 1951, in those 
countries, notably Ceylon, Indonesia and Malaya, which benefited most 
from the export boom following the outbreak of the Korean war. 


One of the basic causes of the increase in money supply was indeed 
the Korean war boom, which increased exports, and brought about large 
surpluses in the balance of payments.?? Much of these surpluses was 
translated into increased cash holdings of private export interests, either 
as currency or (more commonly) as bank deposits. But in the many 
countries which used export duties to give the government a share in the 
increased incomes arising from the war boom, the full impact of the 
surplus in the balance of payments did not operate on the money supply. 
This was especially true in countries with budget surpluses in 1951.4 
From appendix table X.7 it will be seen that the known foreign assets of 
all countries of the region rose during the year following the outbreak 
of the Korean war. This increase in foreign assets was most significant 
in Burma, Ceylon, Pakistan, the Philippines and Thailand. In a few cases, 
for example, Burma, Pakistan and the Philippines, it was more than 
100 per cent of the inérease in money supply, indicating that money 
supply would have increased more rapidly but for the presence of off- 
setting factors. 


In the second half of 1951, however, external transactions declined in 
importance as causes of money supply changes, except in Indonesia and 
Thailand. In Ceylon, India, and the Philippines, a decline in foreign assets 
acted as a contracting force, causing a reduction in the money supply in 
‘the second half of 1951. Data on changes in the foreign asset position of 
Malaya are not available, but the changes in the currency in circulation” 
seem to suggest that increases in foreign assets were an important factor 
making for an expansion of money supply in the year July 1950/June 
1951, but became less important in the second half of 1951. 


Besides the primary increase in money supply brought about by balance 
of payments surpluses in July 1950/June 1951, a secondary increase in 


2 Demand deposits are included in the statistical definition of money supply, but 
savings or time deposits are excluded. 

The currency devaluation of the autumn of 1949 and the recovery from the 
American recession of that year had initiated the export revival prior to the outbreak 
of fighting in Korea. 

21 For details, see chapter XI, “Public Finance.” 

72 Malaya is on an automatic sterling exchange standard. Full backing in foreign 
assets is required for currency. Residents are required to surrender foreign exchange, 
and commercial banking is not highly developed. Under these circumstances, any 
increase in currency issued would indicate an increase of foreign assets. Similarly, 
any decrease in currency would indicate a decrease in foreign assets. 
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money supply took place as a result of the expansion of bank credit. 
From appendix table X.7, it will be seen that although this secondary 
expansion of money supply was significant, it was not, except in India, 
as large as the primary expansion caused by the balance of payments 
surplus. In China (Taiwan) and south Korea, credit expansion by the 
banking system appears to have been the main reason for the expansion of 
money supply. In the second half of 1951, although the balance of payments 
position was tending to contract money supply in many countries, expan- 
sion of bank credit continued to take place. This expansion prevented a 
greater decline in the second half of 1951 in some countries, while in 
others, especially Indochina, Japan, south Korea, Pakistan and Thailand, 
it caused money supply to increase further. 


The increase in private money incomes and the large amount of net 
active currency in circulation led people to deposit part of the increase 
as time or savings deposits. To this extent, the increase in money supply 
was not as rapid as would have been the case with the given balance of 
payments surplus and credit creation by the commercial banks. From 
appendix table X.7, it will be seen that in all countries there was an 
increase in time and savings deposits. This increase, as a percentage of 
the actual money supply increase, indicates the importance of this damp- 
ening factor. It was most important in Ceylon, Japan and Malaya. In 
Ceylon and Malaya its effect was most noticeable in the second half of 
1951. 


In many countries of the region, governments’ total receipts were well in 
excess of their total expenditures during the year beginning July 1950, 
so that they were building up cash balances.** The effect of this accumula- 
tion was again to dampen the expansion of money supply. From appendix 
table X.7 it can be seen that in practically all countries this was so, most 
significantly in Burma, Pakistan and the Philippines. In the latter half 
of 1951, however, the trend seems to have changed somewhat. In Ceylon, 
Japan, Pakistan, the Philippines and Thailand, governments’ cash bal- 
ances were being reduced, so that money supply was being increased by 
government action as well. The main reason for this was probably a 
decline in government receipts, especially proceeds from export duties in 
certain countries, and proceeds from import duties in others.24 In Burma, 
the increase of government deposits did not decrease money supply as the 
government deposits were merely the counterpart of the foreign exchange 
proceeds from the export of rice on government account. It is true, how- 
ever, that but for the increase of government deposits, the expansionary 
effects of Burma’s balance of payments surplus would have been much 
greater. The rise in government cash balances during 1950/51 was partly 
due to the increased credit given by central banks to their governments 
In many countries, notably China (Taiwan), India, south Korea and 


* See chapter XI, “Public Finance”, for details. bs 


*In Japan seasonal rice purchases for food rationin 
[ 4 urposes were pr 
dominant single factor. haa pone 


pi Sul 
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Pakistan, although there was a reduction in Pakistan in the second half 
of 1951. In Indonesia and the Philippines, the governments were paying 
off their debts to the central banks, thereby reducing their cash balances. 


A central bank, to the extent that it creates credit either for the govern- 
ment or for the commercial banks, also tends to increase the money supply. 
In the ECAFE region, credit created by the central bank has generally 
been for government purposes. The exceptions are India, Japan and Thai- 
land, where central bank lending to commercial banks was of increased 
significance during the latter half of 1950 and through 1951 as well. In 
India, an increase in the Reserve Bank holdings of government securities 
issued in earlier years has been due to sale of these securities by com- 
mercial banks to the Reserve Bank; thus, in India, credit is really ex- 
tended to commercial banks rather than to the Government when these 
securities are purchased currently.?5 


The increases in money supply in the second half of 1950 and through 
1951 would, of course, have progressed at different rates if their institu- 
tional framework had been different. For example, Malaya’s money supply 
might have expanded at a faster rate were it not for the sterling exchange 
system of currency issue. The same applies to British Borneo, and to a 
lesser extent Burma.?* The following section will deal briefly with recent 
changes in the currency systems in these countries. It will be noted that 
the changes in Burma will make possible an expansion of money supply 
in 1952, whereas the Malayan system remains relatively inelastic. 


Changes in the currency systems of Burma and Malaya 


Burma’s currency system was changed by the passage, in early 1952, 
of the Union Bank of Burma Act. Burma had previously been on a 100 
per cent automatic sterling exchange standard,’ and the authority for 
issuing currency had been vested in the Burma Currency Board in London. 
By the new Act, this right of currency issue is transferred to the Union 
Bank of Burma, and the Burma Currency Board is abolished. A 100 per 
cent reserve against currency is no longer required. The Union Bank of 
Burma must keep a minimum international reserve equal to only 25 per 
cent of the total of currency in circulation plus the demand deposit liabili- 
ties held by it. Even this 25 per cent may be waived temporarily with the 
approval of the President of the Union of Burma, provided final approval 
_of Parliament is obtained within fifteen days or, if Parliament is not in 
session, within fifteen days after the first meeting of a new session of 
Parliament. The international reserve may be in any currency or in gold, 
and not necessarily in sterling. The Burmese rupee, which is now to be 


* Cf. earlier section on “Selling of securities by banks”. 

In Burma, sterling balances accumulated by the Government were held by the 
central bank, modifying the expansionary effect of their accumulation. Cf. section on 
“Burma” in chapter XII. 

*’ There was also a fiduciary issue of Rs.100 million which had been used to cover 
prewar notes looted during the Japanese occupation, but for new issues a 100 per cent 
reserve was required, 
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known as the kyat, is no longer linked to sterling, nor is its value expressed 
in sterling. The Union Bank of Burma has the authority, with the ap- 
proval of the President, to determine and certify the legal parities of the 
kyat with respect to gold and foreign currencies. It is understood that for 
the present, there is no intention of changing the parity of the rupee in 
relation to sterling. The subdivision of the Burmese kyat will be on a 
decimal basis. As the Union Bank holds international reserves equivalent 
to about 75 per cent of its liability for currency and deposits, it will have 
a free hand in managing the monetary system in Burma. 


In Malaya, a new agreement, known as the Malaya-British Borneo 
Currency Agreement 1950, had been signed in 1950 by the Governments 
of the Federation of Malaya, Singapore, Sarawak, North Borneo and 
Brunei for the establishment of a currency commission. It was then 
decided that on an appointed day there should be constituted a new Board 
of Commissioners of Currency, Malaya and British Borneo, with mem- 
bership of five persons, namely the Finance Secretary of the Federation 
of Malaya, the Finance Secretary of the Colony of Singapore, one person 
to be appointed jointly by the Governments of Sarawak, North Borneo 
and Brunei, and two persons not representing any particular territory, to 
be appointed by the participating governments. The Commissioners were 
to have offices at Singapore and at other places to be agreed upon. This 
new Board was to have the sole right to issue currency. The participating 
governments undertook not to issue currency, but this did not affect the 
validity of any currency which had already been issued. During the transi- 
tional period, the currency of the Board of Commissioners of Currency, 
Malaya, and of the Straits Settlements Currency Commissioners, was to 
be considered as currency issued by the new Board. The Governments, 
however, agreed to withdraw as soon as possible all other currency in 
circulation. Provisions were also laid down for the new Board to take 
over the assets and liabilities of the Board of Commissioners of Currency, 
Malaya. A new fund was to be established and details were laid down to 
make this unified currency system of Malaya operate on an automatic 
sterling exchange standard with a par value of 2s.4d. to one Malayan 
dollar. The profits and losses of the fund were to be shared or borne by 
the participating governments as follows: (a) Federation of Malaya, 65 
per cent; (b) Singapore, 29 per cent; (c) Sarawak, 314 per cent; (d) 
North Borneo, 2 per cent; and (e) Brunei, 34 per cent. 


The purpose of this agreement was similar to that of an earlier one 
made in 1938 and amended in 1946, between the Governments of the 
Straits Settlements, the Federated Malay States, the other Malay States 
and Brunei. It now extends to Sarawak and North Borneo as well, so 
that the whole of Malaya and British Borneo has a unified currency 
system. The present agreement gives a permanent status, but in a slightly 
modified form, to certain existing currency arrangements. In fact, Malayan 


notes have been circulating as legal tender currency in both Sarawak and 
North Borneo since the war. 
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During 1951, the various governments signing the agreement in 1950 
took the necessary action to put the agreement into effect: In April, the 
Government of North Borneo issued notifications declaring that both the 
Sarawak notes and coins and the North Borneo currency were being with- 
drawn from circulation to be replaced by Malayan currency. On 23 May, 
the Governor of Sarawak signed an ordinance, which was passed at a 
meeting of the Council Negri, to implement the agreement. In the Federa- 
tion of Malaya, the Government in August issued the Currency Ordinance 
1951, to implement the agreement. 


MONETARY POLICY 
Need for policy and difficulties in implementation 


The need for anti-inflationary action through monetary measures in 
much of the region was more pronounced during the year following June 
1950 than it had been since the end of the Second World War. With the 
Korean war boom, there came an expansion of bank credit and an in- 
crease in money supply. This monetary expansion was both a cause and 
an effect of the higher price levels prevailing after the outbreak of the 
Korean war. To the extent that secondary inflation from the money side 
was being generated, it became incumbent upon the monetary authorities 
to take measures to cope with the situation. 


Monetary authorities were also called upon to manage their money and 
credit systems in such a manner as to encourage saving and increase 
investment, and many countries did take certain action toward this end. 
The twin objects of monetary policy, maintaining economic stability and 
promoting economic development, are frequently in conflict in most coun- 
tries of the region. During 1950/51, this conflict was somewhat lessened 
in sharpness by the relatively slight importance of developmental invest- 
ment as a cause of inflation, and by the effect of inflation control in 
promoting savings. To the extent that an inflation endangers a savings 
programme,”* any successful action on the part of the monetary authority 
to combat inflation will be of assistance in promoting savings. However, 
in an inflation, the demand for loanable funds for speculation in com- 
modities (in expectation of further price increases) increases greatly and 
speculators can afford to pay higher rates of interest than can be paid in 
the normal course of trade, agriculture or industry. The result is that 
sufficient finance may not be available for economic development purposes. 
To a certain extent this was occurring in the region during 1950/51.” 


There are a number of special mechanical difficulties attached to the 
operation of monetary policy in under-developed countries over and above 
the general economic danger of affecting output and employment more 


% See “Report of the Working Party of Experts on Mobilization of Domestic 
Capital,” E/CN.11/1&T/63, for details on the impact of inflation on mobilization of 
domestic capital. ; ; 

” See later section on “Financing agriculture, industry and trade” for details. 
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than prices. Among these mechanical difficulties, mention may be made of 
the following: 

(1) The greater importance of currency as compared to bank deposits 
makes it difficult for the monetary authority to reduce the money supply. 
Assuming that the central bank forces the commercial banks to reduce 
the amount of credit, this will affect almost exclusively the relatively un- 
important deposit money. The monetary authority can reduce actual cur- 
rency in circulation only by measures which affect everyone, for example 
by a monetary purge, by allowing a balance of payments deficit to develop, 
or through increased taxation ; 


(2) Lack of properly organized money and capital markets means that 
the central bank will find it difficult to control even the commercial banks 
in their short-term lending. The absence of a bill market, and also of 
borrowing from central banks, makes the bank rate generally ineffective, 
while the absence of a capital market makes it impossible for the central 
bank to engage in open market operations ; 


(3) The existence of cash reserves in excess of both legal and normal 
requirements makes it difficult for the central banks to control bank credit, 
because the commercial banks have the resources to offset central bank 
action ; 


(4) The foreign exchange banks, which occupy an important position 
within the banking systems of most countries of the region, can usually 
replenish their cash by borrowing either from their head offices or from 
money markets abroad. Central banks desiring to contract credit in such 
circumstances would have to supplement their usual weapons with that of 
exchange control, and prohibit the import of banking capital ;*° 


(5) Existence of a major non-monetary sector in the economy makes 
it possible that restrictive credit policies will force transactions out of the 
monetary into the non-monetary sector, while leaving prices within the 
monetary sector as high as before; 


(6) Price statistics in most countries of the region are delayed in 
publication, limited to a few areas and commodities, and sometimes reflect 
official rather than actual prices. Production and employment statistics 
are even less prompt and reliable. (Ceylon, India, Japan, and the Philip- 
pines are the main exceptions to these generalizations. ) 


In spite of these difficulties, which are of long standing in the region, 
there are certain trends which may make monetary policy more effective 
in the near future. Most of the central banks of the region have been 
armed with very wide powers of credit control.** Others, such as the 


“ This would indeed be a novel use of exchange control, which usually is used to 
prevent an outflow of capital. As mentioned later in the text, the Central Bank of 
Ceylon in 1950 did encourage the commercial banks to hold part of their current for- 
eign exchange accumulations abroad, as an anti-inflationary measure. This is, how- 
ever, not quite the same as using exchange control to prevent inflow of new banking 
funds from abroad. 

"See chapter on “Central banking facilities of the region,” in United Nations 
Mobilisation of domestic capital in certain countries of Asia and the Far East, 1951. 
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Union Bank of Burma, are obtaining wider powers.*? Secondly, as the 
internal government debt in each country increases, commercial banks 
increase their holdings of government securities, and it becomes possible 
for the central banks to control credit through open-market operations. 
A lowering of the market price of government securities by central banks 
can force commercial banks to reduce their new loans or even call in old 
ones, as they must value their government securities at market values for 
their balance sheet. To the extent that the Korean war boom has reduced 
cash reserves, and commercial banks are beginning to rely on central banks 
to replenish their funds, the implementation of monetary policy may be 
made considerably easier. The gradual development of improved banking 
systems, capital markets, and official statistics should also be mentioned. 


In the particular context of the Korean war boom, it seems that, to the 
extent that there was secondary inflation,** stringent action might have 
been possible. Such action, however, was not applied in any country 
except India and Japan, where the timing of the action was very late, 
possibly even after the need had passed. In a few countries, notably 
Ceylon, it was felt that the boom would be a temporary one and that it 
was better to tackle the inflation by relaxing import control and letting in 
consumer goods to mop up the money supply rather than use stringent 
monetary measures. Also militating against stringent monetary measures 
was the belief that, since the inflation generated was external (through 
the balance of payments), it was not possible to control it by domestic 
measures alone. Other countries felt that the boom, which had enabled 
them to accumulate foreign exchange which could be used for future 
economic development, should not be interfered with. But in practically 
all countries steps were taken to prevent the export inflation from gen- 
erating a runaway domestic inflation as well. 


In many countries of the region, notably Ceylon, Pakistan and the 
Philippines, restrictive measures were taken to prevent an undue expan- 
sion of bank credit and runaway inflation. All these countries, however, 
took pains to avoid hampering development programmes in any way, and 
to avoid restricting productive business. In Pakistan, the Finance Min- 
ister stated: “. . . During this period, we have also, in pursuance of our 
cheap money policy, been able to maintain interest rates in the country 
at their previous levels. This, it need hardly be said, is of considerable 
importance in a developing economy”.** In the Philippines, the measures 
for implementing monetary policy were changed more than once during 
1951, not only for dovetailing monetary policy to the economic policy of 
promoting development, but also with the relaxation of import controls, 
for the maintenance of price stability. When the Central Bank discovered 
that speculation in imports financed by bank credit was taking place, it 


* The Union Bank of Burma obtained very wide powers for credit control, under 
the Union Bank of Burma Act, 1952, passed in early 1952. Abe 

% See chapter XII on “Inflation and deflation” for details of secondary inflation in 
the region during 1950 and 1951. 

a eae from the Pakistan Finance Minister’s budget speech 1952/53. 
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cut its loans to banks.%® In Ceylon the Central Bank expressed anxiety 
about the reluctance of the banking system to lend, although it admitted 
that this made central bank policy easier during a period when inflationary 
pressures were strong. Thus to quote. from the 1951 Annual Report of 
the Central Bank: “From a long-run point of view it is a discouraging 
commentary on Ceylon banking, as well as on Ceylon enterprise, that in 
a year when the country was unusually prosperous, when banks’ resources 
were large, and when the Central Bank was imposing no really important 
curb on the creation of private credit, the increase in such credit was so 
small’’.%° 


Measures for maintaining monetary stability 


Raising of the bank rate. The bank rate was raised in only three coun- 
tries of the region, namely India, Japan and south Korea. In Pakistan, 
although the bank rate remained unchanged at 3 per cent, with effect 
from November 1950, a penalty rate of 4 per cent was charged on loans 
longer than one week but less than four weeks and 5 per cent on loans 
longer than four weeks to discourage banks from seeking central bank 
assistance except in emergency. The first increase in the bank rate occurred 
in south Korea in April 1951, when the Bank of Korea raised its rate 
of loans on bills to financial institutions from 6.2 per cent to 7.3 per cent, 
and its discount rate from 5.84 per cent to 7.3 per cent. Although this 
caused commercial banks’ lending rates to increase, the effect of the raising 
of the bank rate was short-lived. With the continued increase in prices, 
businessmen could afford to pay higher rates of interest, and therefore 
credit increased greatly instead of being reduced or stabilized. 


The Bank of Japan raised all its rates on loans, overdrafts and dis- 
counts granted to other financial institutions on 1 October 1951, as 
indicated in table 57. It will be noted that this, the fifth increase in the 
bank rate which has taken place in Japan in postwar years, has been 
unsuccessful in checking inflation. As was to be expected, the raising of 
the bank rate in Japan caused all other interest rates to rise simultaneously. 
The volume of credit granted by the commercial banks continued to 
increase in spite of this rise in interest, but loans granted by the Bank of 


Table 57. Money rates of interest of Bank of Japan, 1946-51 


Loans with 
Commercial government Loans with 
. bills bonds as other 
Date effective discounted collateral collateral Overdrafts 
DEAD ALOAG oto wc Ueees \ hehe Rew <a ahee 3.29 3.65 4.02 4.75 
14 October 1948)... ssisvaveseate ries 3.65 4.02 4.38 5.11 
PIN ori) 1948 eich xabse acre 4.38 4.75 5.11 6.21 
Se) Ty 91 948 ae eres iee ch eee wk oa alee SL 5.48 5.84 6.94 
A Gietoher 195) nh skits schh cuveceer 5.84 6.21 6.57 7.67 


Sources: Japan Statistical Year Book 1950; Bank of Japan, Eco i isti 
Japan, 1951; and Financial Statistics Monthly, ents 1983, Lees ogre eis So! 


* See later section on “Open market operations and central bank lending” for details. 


* Central Bank of Ceylon, Annual Report of the M ae 
of Finance, 1951, p. 14. Port of the Monetary Board to the Minister 
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Japan declined from a peak of 225,309 million yen at the end of Sep- 


tember 1951 to 203,258 million yen at the end of the year, and still further 
to 164,707 million yen by February 1952. 


In India, the Reserve Bank raised its bank rate from 3 to 314 per cent 
in November; this was the first change since 1935. It came within a week 
of the change in the bank rate of the Bank of England, which suggests 
that India was awaiting the English change before raising its own bank 
rate. This may have been desirable, since the London money market and 
the Indian money market are closely connected. With the raising of the 
bank rate in India, the lending rates of the commercial banks also increased 
by an equivalent 14 per cent. 

At the same time, the Reserve Bank of India withdrew its support 
from government securities, so that bond yields also rose (see chart 5). 
This represented a marked departure from the earlier policy of guar- 
anteeing the market price of these securities so as to reduce the risk 
involved in holding them and thus lower the interest rate at which the 
Government could float loans. Under this earlier policy, the banks had 
been able to increase reserves almost at will, by selling government secur- 
ities to the Reserve Bank of India, and in fact there had been net dis- 
investment in these securities by the Indian commercial banks since 1949.3? 
Increases in bank reserves through this “monetizing” of government 
securities had gone into loan expansion and had increased inflationary 
pressure. The Reserve Bank of India delayed any policy change, however, 
possibly because of the Finance Ministry’s objection to the higher interest 
rates it would have to pay on bonds subject to market risk. During the 
third quarter of 1951, however, the Government successfully refunded at 
low interest rates a substantial amount of its debt. It may be significant 
that the Reserve Bank delayed the effective date of its policy change until 
shortly after this refunding had been completed, although by this time the 
peak of the inflation had already passed. 


The dear money policy in India has been definitely successful in re- 
ducing credit and creating conditions of tight money. The declines in 
prices in the first quarter of 1952 were probably accentuated by the 
change. At the same time, however, the price of government securities 
fell; the loss to institutional investors is estimated at Rs.540 million. 
Commercial banks also experienced capital losses, but the Reserve Bank 
permitted them to value government securities on their balance sheets at 
the average market value for the preceding six months instead of at the 
year-end value, as is the usual practice.” 


Open market operations and central bank lending. Sale of government 
securities by the central banks either to the public or to commercial banks 


7 See earlier sub-section entitled “Selling of securities by banks.” 

This accounting modification prevened the bauks from being required to show 
deteriorating profit positions and, in extreme cases, prevented their drawing down 
contingency reserves below their legal limits. As even this concession was not sufficient 
to prevent reserve funds from falling below legal limits, the Reserve Bank permitted 
banks to wipe off losses on government investments from the statutory portions of 
reserve funds as well. 
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tends to act as a deflationary factor on both money supply and credit, 
while purchase of government securities has an opposite influence. Selling 
of securities by central banks appears to have been important during 1951 
in Ceylon, India, Pakistan, and Japan (see table 58). 


The Bank of Japan, in April 1951, reduced the purchase of government 
bonds from the city banks and in October suspended their purchase 
altogether.*® This action, coupled with its sales of government securities, 
exerted some contractionary pressure, and Bank of Japan holdings of 
government securities declined in 1951. With reference to the increase 
in the State Bank of Pakistan’s holdings of government securities in 
1950/51, the Bank’s Annual Report for the year states that, “. . . Banks 
were provided with funds by judicious open market operations, care 
being taken to guard against wholesale unloading of securities on the 
market’”.4° The decrease in State Bank holdings of government securi- 
ties during the second half of 1951, however, suggests some sale of 
government securities as part of open market operations. In Ceylon, 
the virtually balanced budget of the government in 1951 permitted the 
Central Bank to engage in open market selling operations with little fear 
of government borrowing. The Central Bank of Ceylon’s operations were, 
however, limited by the small amount of government securities which it 
held. In the Philippines and Thailand, the central bank holdings of gov- 
ernment securities increased rather than decreased. 


Restriction or reduction of central bank loans to commercial banks was 
not used as a weapon for achieving monetary stability except in China 
(Taiwan) and the Philippines. In many other countries (see appendix 
table X.8) the loans granted by central banks to commercial banks increased 
substantially, and gave commercial banks additional reserves for further 
credit creation. 


In China (Taiwan), the Bank of Taiwan tried to reduce its rediscount 
of bills, and also its loans to other banks as well as to private non-banking 
enterprises. The reduction of its lending to other banks did not prevent 
further credit creation by the commercial banking system. Its reduction 


of loans to private enterprises other than banks was more successful as an 
anti-inflationary measure. 


The Central Bank of the Philippines during 1950 followed a policy of 
tightening credit and reduced its advances to commercial banks from 
P.42.3 million at the beginning of 1950 to P.10 million at the end of the 
year. During 1951, however, its policy changed somewhat owing to the 
liberalizing of import restrictions. When this new import programme 
brought about a tight credit situation in April, the Central Bank gave 


® These purchases of government bonds by the Bank of Ja i 

pan from the cit 

since the fiscal year 1949 had been made to enable the latter banks to ieahce ins 
equipment and absorb industrial bonds. The change in policy was made to check the 
inflationary trend, and Bank of Japan purchases declined from 45,700 million yen in 
the fiscal year 1949 to 1,100 million yen in the fiscal year 1951, 


* State Bank of Pakistan, Report the Central 7 
Pees) Gaerne port of the Central Board of Directors for the year 
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liberal advances to commercial banks until August. From January to 
August, the Central Bank advanced to the banks a total of P.59 million. 
But later in the year, after commercial bank credit had been channelled 
into speculative holding of inventories of imported goods,* the Central 
Bank restricted its advances to the banks for the financing of imports. 
Advances made in September and October were designed to enable banks 
to finance the operations of sugar centrals and other export activities. 


In India and Pakistan the changes in the volume of central bank lending 
to commercial banks (see appendix table X.8) were not due to changes 
in monetary policy, but followed the seasonal pattern of demand for loan- 
able funds in these countries. This was more true of Pakistan than of 
India, where until the end of 1951, direct loans by the Reserve Bank of 
India to commercial banks were of negligible importance as a method of 
providing the commercial banks with seasonal finance. Loans by the State 
Bank of Pakistan to commercial banks increased by about eight times in 
the first quarter of 1951 as compared with the first half of 1950. Most 
of this was for seasonal purposes; in the following quarter, practically 
all these loans had been repaid. 


In south Korea, Japan, and Thailand, the central banks’ lending to 
commercial banks increased. These increases were not of a seasonal 
character, and were direct causes of bank credit expansion, by affording 
commercial banks cash reserves upon which to create credit. In Japan and 
Thailand, central bank loans approximately doubled between the first half 
of 1950 and the end of 1951. In south Korea they multiplied seven-fold, 
a part of which occurred in the second half of 1950, when the Bank of 
Korea was forced to provide commercial banks with adequate cash reserves 


to meet very heavy withdrawals of deposits by the public owing to the 
war situation. 


In Burma, where the Government produced disinflation by building up 
its cash balances, the Union Bank made no loans to commercial banks 
during the period of tightest money in 1951. Many banks had applied for 
loans, but they lacked the types of collateral required by the provisions 
of the then existing Union Bank Act.4? The Union Bank was able to lend 


“The total foreign exchange committed by licences issued rose far above the 
amount that would have been adequate to meet normal import requirements. 

“This di culty will no longer be present in 1952, as the Union Bank of Burma 
Act 1952 ws passed in March. It can now lend not only against the usual trade 
bills, securit'es and promissory notes, but in periods of emergency lend against what- 


ever assets i! may consider sufficient. It can engage in open market operations, use 


selective cvedit controls, stipulate reserve requirements for commercial banks, super- 
vise commercial banking operations by licensing of banks, licensing of branches, and 
also by inspection of individual accounts. It can fix the maximum rates of interest 


which the banks may charge for loans and advances by banks and the types and 
amounts of collateral to be required; place limits on the rate of increase of loans 
and investments of banks; establish minimum cash margins for opening letters of 


credit; and also stipulate minimum percentages against total liabilities in Burma which 
banks must keep in the form of assets in Burma. The Union Bank may fix reserve 
requirements for commercial banks, at not less than 8 per cent or more than 40 per 


cent for demand liabilities; and not less than 3 per cent or more than 15 per cent for 
time liabilities. 


, eles tals 


f 
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about Rs.2 million in January 1952, or about 6 per cent of the balance kept 
by commercial banks with the Union Bank of Burma. 


Raising of reserve requirements and selective credit control. Although 
reserve requirements for commercial banks are laid down by most central 
banks, only Ceylon raised these during 1951. The increase in reserve 
requirements from 10 to 14 per cent of demand deposits in Ceylon was 
made effective from 5 January 1951. The effect of this increase was a 
reduction of the excess reserves of the commercial banks from Rs.84.7 
million to Rs.57.4 million. In south Korea, the minimum reserve require- 
ment of 18 per cent laid down on 14 June 1950, which could not be 
enforced in 1950 because of the war, was re-imposed in 1951. 


Selective credit controls have been used by Ceylon, China (Taiwan), 
India, Japan, south Korea, Pakistan and the Philippines. In Japan, Pakis- 
tan and the Philippines, the controls were directed mainly to loans for 
import financing and the margins required for loans. In Japan, the usance 
system of import trade financing was abolished in 1951.4 This form of 
financing had had inflationary effects, and its removal was an important 
anti-inflationary step. The Bank of Japan has also made use of the 
“higher interest rate application system’’** to ensure the re-lending to basic 
industries of loans granted by it to commercial banks at low interest 
rates, and to prevent inflationary effects of excessive commercial bank 
lending. In Pakistan, care was taken to see that the demand for funds 
for imports was checked by imposing high margins for deposits against 
letters of credit. At the same time, funds were being provided by the 
State Bank of Pakistan to commercial banks, to ensure that lack of finance 
did not prevent the movernent of exports. In 1952, in addition to the 
government announcement on 1 March of a cotton support policy, the 
State Bank of Pakistan asked the banks to assume a price of Rs.90 per 
maund of cotton with the normal 25 per cent margin for the exporter. 
The banks are not to ask for repayment of loans or additional collateral 
even if the price falls below Rs.90, and the Government will make good 
any losses which may occur because of the additional risk undertaken by 
the banks. In the Philippines, selective credit controls, stipulating that a 
deposit of 80 per cent be required against certain imported items, mainly 
in the luxury and non-essential category, had been introduced in Novem- 
ber 1949. Banks had also been prohibited from granting credit facilities 
to provide these marginal deposits. In May 1951, however, as part of the 
economic programme of obtaining a larger quantity of imports for com- 
bating inflation, the Central Bank of the Philippines exempted certain 
textiles and manufactured goods from the control. 


In India, selective credit control was directed mainly at larger loans. 


48 See section, “Controls affecting aggregate supply and demand”, in chapter XII, 


for details of the system. é, ee 
“By this system, the Bank of Japan charged different rates on loans lent to indi- 
vidual banks, depending on the ratio of commercial bank deposits outstanding and the 


loans applied. 
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Immediately after the devaluation of the Indian rupee in September 1949, 
the Reserve Bank of India required the banks to submit daily returns of 
new loans sanctioned amounting to Rs.100,000 and above, so that it might 
have an up-to-date picture of the trends. The banks continued submitting 
returns during 1951.4° Partly because of having to submit such returns 
and also because of other directives given by the Reserve Bank against 
granting speculative loans,*® Indian banks appear to have made fewer 
speculative loans than they might otherwise have done. Individual banks 
found to be lending liberally for speculative purposes were cautioned. 


In south Korea, during the spring of 1951, the Monetary Board of the 
Bank of Korea raised the maximum rates of interest which commercial 
banks could charge for the various categories of loans and advances, and 
all loan applications to commercial banks in excess of 50 million won had 
first to be approved by it. It also laid down a system of priorities for the 
different categories of loans by “essentiality”, according to which com- 
mercial banks were to grant loans. It imposed ceilings on the over-all 
expansion of loans and on various categories of loans (except loans to 
government agencies) and on the loans of individual banks, though during 
1951 the ceilings were generally too high in the light of the inflation 
taking place.*? 


Selective credit controls designed to prevent the banking system from 
either directly financing the government, or even financing individuals 
who would in turn purchase government securities, were carried out in 
Ceylon, India, and the Philippines with a fair measure of success. Had 
it not been for the improved financial position of these governments, such 
measures might not have been undertaken. In Ceylon, the government 
borrowed on long term from the public and used the proceeds to repay 
the short-term debt held by the commercial banks.** A Rs.60 million long- 
term loan was floated in August and was fully subscribed in 914 weeks 
by non-bank investors. The commercial banks were prohibited from sub- 
scribing to this loan. In India, in February 1951, banks were requested 
not to grant advances to constituents for subscribing to the 3 per cent 
Tapti Valley Loan floated by the Government of Bombay, so that the loan 
would be subscribed entirely from the genuine savings of the Indian 
people. The Central Bank of the Philippines instructed the Rehabilitation 
Finance Corporation to make no further loans for residential construction 
and the Philippine National Bank to extend no additional credit to gov- 
ernment agencies and to the public generally for speculative purposes. 


“ Beginning in March 1950 and continuing through 1951, banks submitted monthly 
returns of their advances against principal commodities and bullion. 
nek May 1951, banks were advised to “go slow” in respect of advances against 

ullion. 

i! For a full critique on the effectiveness of these credit controls see, Arthur I. 
Bloomfield, Report and recommendations on banking in south Korea (mimeographed, 
submitted in March 1952 for the guidance of United Nations officials and the Korean 
government). . 

“This transaction did, of course, give the commercial banks excess reserves, but as 


banks were not expanding credit to private borrowers to the extent permitted by these 
reserves, the money supply contracted. 
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In China (Taiwan), many kinds of selective controls appear to have 
been used. The measures taken included suspension of the issuance of 
promissory notes by commercial banks, and stipulation that one-third of 
loans should be for productive purposes, that unsecured loans should not 
exceed 25 per cent of the deposits received, that mortgage loans on im- 
movable property should not exceed 15 per cent of the total deposits 
received, and.that unsecured loans should not exceed six months in dura-’ 
tion, and loans on mortgages not more than one year. The rates of interest 
which commercial banks could charge were also prescribed. Beginning in 
March, the prescribed interest rates on secured loans were raised from 
33 to 45 per cent per month, and on unsecured loans from 39 to 48 per cent 
per month. In spite of all these measures, credit expansion continued to 
take place. 


Moral suasion and bank supervision. The use of moral suasion and also 
the close supervision of banks were important instruments of monetary 
policy in the region. They are as important as selective credit control, and 
were used notably in Ceylon, China (Taiwan), India, Japan, Pakistan, 
and the Philippines. In all these countries, the central banks requested the 
commercial banks to refrain from financing speculative activities and to 
extend credit only for essential purposes. In Pakistan, the Central Bank 
also impressed upon commercial banks the desirability of restricting credit 
for the imports of consumer goods with a view to checking the hoarding 
of such goods. The Central Bank of the Philippines urged the commercial 
banks to review their lending policies, in order to effect a diversion of 
loanable funds for the financing of agricultural and industrial development 
projects in a greater degree than hitherto. 


In Ceylon, during 1951, the Central Bank maintained its advice, issued 
in 1950, that banks should not extend credit for the purchase of shares or 
estates, except in cases where Ceylon residents were borrowing to buy 
from foreign investors who wished to repatriate their investment. This 
exception was of some importance in the first half of 1951, but less so in 
the second. In India, Pakistan, and the Philippines, the central banks have 
powers of inspection as a means of control over a bank’s lending policy. 
Powers to control banks by non-issuance of licences for new banks or 
for opening of new branches are also exercised in India and Pakistan by 
the central banks. In the Philippines, an examination of banks after 
August 1951 revealed that a number of banks had over-extended their 
loans, and were in an illiquid position. In order to improve their position 
and also prevent further substantial expansion of import credit, the 
Central Bank on 13 November 1951 required that banks should lower to 
70 per cent the ratio of their letters of credit outstanding to their net 
foreign exchange holdings, plus cash in bank vaults, plus excess reserves 
and securities other than those included in available reserves. In Japan, a 
Voluntary Credit Control Committee was established by city banks in 
July 1951 after the pattern of the credit control system in the United 
States, with a view to restricting the extension of credit for new equip- 
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ment except in electric power, shipbuilding, iron and steel and coal 
industries. 


Results of measures taken. It has been seen that different countries of 
the region use different measures as an instrument of monetary policy, 
but that, of these measures, selective credit controls, moral suasion, and 
supervision of commercial banks were used most widely. These measures 
are relatively mild and, in the context of the Korean war boom, cannot 
be expected to hold down prices. The objective of monetary policy in the 
ECAFE region in the second half of 1950 and also in 1951 was, however, 
less ambitious in most countries. It was merely to check money supply 
and credit from expanding unduly, and also to prevent a runaway inflation 
being generated by the secondary wave of money inflation. From this 
limited point of view it may be judged to be successful. With a few 
exceptions (Indochina, Japan, south Korea and Thailand) money supply 
contracted in the second half of 1951, and the rate of credit expansion was 
reduced in most other countries. The change in money supply and credit 
expansion in the second half of 1951 was of course only partly due to 
monetary measures. A large part of it was due to the decline in prices of 
raw materials in the second quarter of 1951.*° 


FINANCING AGRICULTURE, INDUSTRY AND TRADE 
Trade finance 


Commercial banking is important in supplying funds for the short- 
term needs of trade, industry and agriculture, in so far as these needs are 
met by organized credit institutions. With the increase in demand for 
funds during the last half of 1950 and in 1951, short-term credit granted 
by commercial banks within the region expanded at an unprecedented 
rate. This expansion did not, however, take place at an even rate in 
response to the competing demands of trade, industry and agriculture. 
Commercial banks have been channelling their credit into trade financing 
(see table 59) to a greater extent than can be explained by the importance 
of trade in the economies of their respective countries. This tendency was 
reinforced by the Korean war boom, during which the increase in demand 
for funds was most intense from traders. In Burma, India, Japan and 
Thailand, the increase was relative as well as absolute. The same is prob- 
ably true of Ceylon, although detailed information is not available. In the 
Philippines, however, although short-term credit to trade increased from 
P.136 million in April 1950 to P.185 million in December 1951, the per- 
centage of total loans granted to trade declined from 39 to 34 during the 
same period, due to the monetary policy of the Central Bank of the 
Philippines and to the selective credit controls instituted by the latter to 


“ Had the Korean war boom been prolonged the monetary measures actually taken 
by most countries might not have been sufficient even to ward off a serious secondary 


monetary inflation. But in such an event the monetary authorities might have taken 
more stringent measures, 


=> 


ee 
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see that speculative financing did not take place and that finance to industry 
_ did not suffer. 


The relative expansion of credit for trade purposes in Burma and 
Thailand was brought about at the expense of manufacturing and industry, 
while in India and Japan it was at the expense of categories such as 
“other” and “personal and professional and others”. This pattern can be 
explained by the greater importance of industry in India and Japan than 
in Burma and Thailand. 


The expansion of credit for trade purposes was most spectacular in 
Burma. In Burma, the short-term credit granted to trade increased from 
Rs.31 million in March 1950 to Rs.69 million in September 1951, and, as 
a percentage of total credit, from 27 to 51. This increase was mainly for 
the purpose of financing import trade, in response to the Government’s 
policy of import liberalization through additions to open general licences 
in the second half of 1950 and in 1951. Thus the short-term credit 
granted for imports increased from Rs.7 million in March 1950 to Rs.35 
million in September 1951 and, as a percentage of total credit, from 6 
to 26. 


Apart from commercial banks, there are generally no special institutions 
established solely for financing foreign trade. An exception is the Export 
Bank of Japan which opened for business on 1 February 1951, under the 
Export Bank of Japan Law of 15 December 1950. Its capital of 15,000 
million yen was provided by the Japanese Government from the General 
Account and from the United States Aid Counterpart Fund Special 
Account. Besides making loans to, and discounting the notes of, Japanese 
exporters or manufacturers of export goods, it was also authorized to 
make loans to foreign governments and their agencies, and to foreign 
banks and firms for the promotion of trade in Japanese equipment 
(including ships and railway rolling stock) and parts and accessories 
thereof. It was to cease making new loans after five years, and was not 
to compete with the commercial banks in export finance. It has thus been 
making loans in co-operation with the city banks at an interest rate of 
7.5 per cent. The loans usually run between 6 months and 3 years, and up 
to 5 years in special cases. The amount of joint loans made by it and the 
banks at the end of 1951 was 10,538 million yen, of which its share was 
8,426 million yen; this was in accordance with the original regulation that 
the Export Bank and city banks extend loans together in the ratio of 
8 to 2. 

Industrial finance 

Commercial banks as a source for short-term industrial finance have 
been of great importance only in Japan (see table 59). Even in India, 
only one-third of the loans of commercial banks has been for industrial 


purposes. Reasons for this are the unindustrialized nature of the region, 
the greater need of industry for long-term finance, and the attitude of the 


© See chapter VII, “Expansion of Imports,” 
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banks, especially the foreign banks, which are mainly interested in the 
financing of trade. The amount of loans granted by commercial banks to 
industry did increase slightly in 1951, but generally not as rapidly as loans 
for other purposes. In Burma, there was a decline both in the absolute 
amount and in the percentage of loans granted for manufacturing, build- 
ing, engineering, transport and public utilities, the percentage declining 
from 31 in March 1950 to 17 in December 1951. In Thailand, the loans 
granted for industry and mining declined from 13.8 per cent of all loans 
in March 1950 to 10.8 per cent in September 1951. In India and the Philip- 
pines, on the other hand, commercial banks provided a greater absolute 
and relative amount of finance to industry than in 1950. In Japan loans 
for industrial purposes remained around 69 per cent of total loans. 


Commercial banks may also participate in longer-term industrial finance 
by investing in bonds of industrial enterprises. In the region, however, 
this form of financial assistance by banks has been negligible, and remained 
so during 1951. Most indigenous banks do not hold many long-term 
investments other than government securities. Foreign banks have been 
inclined to invest in foreign rather than local bonds. 


Of the short-term finance granted by the commercial banks for industrial 
purposes, only small amounts were advanced to mining. In India, only 
1.5 per cent of industrial loans granted by the scheduled banks was for 
coal and other mining and quarrying. In Japan the figure was only about 
2-3 per cent, and in the Philippines and Thailand about 8-10 per cent. 
The reason for this is that mining is considered a more risky enterprise 
than other industrial undertakings, and also generally requires consider- 
ably longer-term capital. Except in Japan, industrial loans were mainly 
for the processing of agricultural products or for light industry. Even in 
India, 40-50 per cent of industrial loans made by the scheduled banks 
were for cotton, jute and other textile industries ;5' loans to iron and steel 
and to the engineering trades accounted for only 5-8 per cent and 10 
per cent respectively, and loans to the sugar industry, another processing 
industry, for 6-15 per cent. In the Philippines, industries receiving a sub- 
stantial portion of the industrial loans from banks were textiles, leather 
and its products, food products, tobacco, breweries and sugar refining. 
In Burma and Thailand the rice milling industry alone accounted for 
50-60 per cent and 30-50 per cent respectively of the industrial loans 
extended by banks. In Burma, loans for lumbering increased from 6 
per cent of industrial loans in 1950 to 34 per cent by the end of 1951. 
Only in Japan do the banks finance basic industries on a large scale, about 
40 per cent of industrial loans in 1951 being for such industries as 
chemicals, petroleum, primary metal products, and machinery. Loans for 
textile production, which were next in importance, claimed about 30 per 


cent, followed by loans for food and related production at around 10 
per cent. 


Loans to textile industries in India increased durin i i 
xtile 1 g 1951 primarily because of 
the greater availability of raw materials for cotton and jute eed pei 
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In addition to commercial banks, many countries of the region have 
special institutions for financing industry, or are planning to establish 
them. Except in the Philippines, however, the industrial finance afforded 
by these special institutions was much less than the amounts granted by 
the commercial banks (see table 60). 


In the Philippines the amount of industrial loans of the Rehabilitation 
Finance Corporation outstanding on 30 June 1951 was P.76 million, as 
compared with P.26 million of industrial finance afforded by commercial 
banks. The commercial banks in the Philippines during the year July 
1950/June 1951, however, had provided an increasing share of industrial 
finance, rising from 18.8 per cent in June 1950 to 25.5 per cent of the 
total in June 1951. The Rehabilitation Finance Corporation has given 
preference to financing dollar-saving and dollar-producing industries. In 
addition to providing short- and medium-term industrial finance, it has 
also granted long-term finance by investing in the securities of banks, 
insurance companies, building and loan associations, its holdings of such 
securities in June 1951 amounting to P.7.9 million as compared with hold- 
ings of government securities of P.10 million. 


In Japan, special institutions were at one time important, but in recent 
years, and especially in 1951, their importance appears to have declined 
Table 60. Industrial loans by issuing institution 


(Amount outstanding in millions of national currency) 
As ber cent of total 


1950 1951 1950 1951 
Ceylon (September) (rupees) 
Remitnercrsl, Bawks Sone ts foes oot = 2% | te 54 862 98.2 O77. 
Agriculture & Industrial Credit Corporation .. i! 2 1.8 233 
ToTAL LOANS TO INDUSTRY 55 88 100.0 100.0 
India (June) (rupees) 
All commercial banks ......-..-+-++-e+e0e:: GiZe 2,159 97.9 97.4 
Industrial Finance Corporation .............. 34 57 ial 2.6 
TOTAL LOANS TO INDUSTRY 1,646 2,216 100.0 100.0 
e (D b thousand yen) 
aK “hire aca : Pe cee Epi ots Vie 245 402 88.4 90.5 
Special imstitutions® 2... 20622 dere cnecenee 32 42 11.6 9.5 
ToTAL LOANS TO INDUSTRY 277 444 100.0 100.0 
Pakistan (June) (rupees ) . 
Pakistan Industrial Finance Corporation ..... Z 7 a5 S 
Philippines (June) (pesos) 
ll commercial banks ......... ye nen ses eck 15 26 ee an 
Rehabilitation Finance Corporation .......... 65 76 ; : 
ToTAL LOANS TO INDUSTRY 80 102 100.0 100. 


a Using the average percentage ae per bis ih total loans given to industry in 
ing to total loans of September 3 , ; 

pes Fees sctencar to industry during each year are available while loans age 
ing for industry are not available. Estimates for industrial loans outstanding have been 
made using the ratio of total loans outstanding to total loans granted each year. 

¢ New loans and discounts made in December of each year. , 

4Includes mutual loan and savings banks, credit associations, Central eae 
Bank of Agriculture and Forestry, People’s Finance Corporation, Japan Development 


Bank, United States Aid Counterpart Fund. 
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(see table 60). In part, this is merely a result of statistical redefinition. 
Certain special banks, for example, the Industrial Bank of Japan, which 
were previously considered as special institutions, have now been classified 
as commercial banks. Furthermore, many of the old special banks were 
reorganized after the war. 


The Reconversion Finance Bank, which was established in Japan in 
October 1946 with government capital to provide rehabilitation loans not 
normally available from other financial institutions, provided a great deal 
of industrial finance in its early years. In addition to its capital, which 
reached a maximum of 112,000 million yen in March 1950, it issued bonds 
to the maximum extent of 109,000 million yen. However, as part of the 
budget-balancing campaign in 1949 and 1950, it was forced to refund its 
bond issue and to stop making new loans. It was finally dissolved in 
March 1952, after its assets and liabilities had been transferred to the 
newly established Development Bank of Japan. 


The latter had been established under special law in March 1951, with 
a capital of 10,000 million yen to be provided entirely from the Special 
Budget and from the United States Aid Counterpart Fund. It was ex- 
pected that, when this Bank came into full operation, the burden of long- 
term industrial finance on the commercial banks would be considerably 
lightened. By the end of 1951, the amount of its loans outstanding was 
12,860 million yen, and at the end of January 1952, it had a further 
78,435 million yen of loans outstanding taken over from the Reconversion 
Finance Bank. 


Other institutions providing industrial finance in Japan include the 
Central Bank for Commercial and Industrial Co-operatives, the Mutual 
Loans and Savings Banks, Credit Associations (Credit Co-operative Asso- 
ciations), Central Co-operative Bank of Agriculture and Forestry, and 
the People’s Finance Corporation. The United States Aid Counterpart 
Fund is another source of industrial finance. Although information on 
the amount of industrial loans outstanding for certain of these institutions 
is not available, the amount of new loans granted by them each month 
shows a decline in their importance in 1951 as compared with 1950 (see 
table 60). - 


In India, the Industrial Finance Corporation has been operating for 
over three years. Although its importance as a source of industrial funds 
is limited in comparison with the commercial banks, it has been increasing 
its scope and, in June 1951, furnished 2.6 per cent of the total funds 
provided by itself and commercial banks as compared with 2.1 per cent 
in the previous year. It was set up at a time when industries were needing 
funds to complete development schemes which had been partly financed 
through issue of shares in 1946 and 1947. Although the amount of loans 
outstanding in June 1951 was Rs.56.6 million, as compared with only 
Rs.34.2 million in June 1950, the amount of loans applied for and sanc- 
tioned during the year 1950/51 was much below that of the previous year. 
The reduction in the volume of applications during 1951 was due mainly 
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to the uncertainty of machinery and raw material supplies. During 1950/51 
the Corporation issued another Rs.5.1 million of 314 per cent bonds, due 
in 1964, thus raising the total bond issue to Rs.58.1 million at the end of 
June 1951. Of the Rs.23.9 million loans sanctioned during 1950/51, 
Rs.5.9 million were for cotton and woollen textile industries, Rs.5 million 
for cement, Rs.5 million for automobile and tractor industries, Rs.2.5 
million for chemicals, Rs.2.1 million for electrical engineering and Rs.2 
million for ceramic and glass industries. Of the total loans of Rs.95.8 mil- 
lion sanctioned during the three years of its operation, about one-third 
has been for heavy industries, such as iron and steel, engineering, mining, 
and electric power, with another third for the textile industry (including 
the rayon industry). 

On 28 September 1951, the Union Parliament of India passed the State 
Financial Corporations Act, an enabling act providing for the possibility 
of establishing financial corporations in the various states on a uniform 
basis. Many provisions of this act were similar to those of the Industrial 
Finance Corporation of India Act, 1948. Under the new Act, state finan- 
cial corporations are empowered to: (1) grant loans or advances to, or sub- 
scribe to the debentures of industrial concerns repayable within 20 years; 
(2) guarantee loans floated in the open market by industrial concerns 
and repayable within 20 years; and (3) underwrite the issue of stocks, 
shares, bonds, or debentures by industrial concerns, subject to their being 
disposed of in the market within 7 years. The share capital of a state finan- 
cial corporation is to be fixed by the state government concerned, subject 
to a minimum of Rs.5 million and a maximum of Rs.50 million, The 
public may subscribe to the share capital of any state corporation to the 
extent of 25 per cent, with the rest to be subscribed by the state govern- 
ment, the Reserve Bank of India, and by financial institutions, in propor- 
tions determined by the state government in consultation with the Central 
Government. 

In Pakistan, in addition to the commercial banks, the Pakistan Industrial 
Finance Corporation, established in 1949 with a paid-up share capital of 
Rs.20 million, is a source of industrial finance. The amount of loans sanc- 
tioned by the Corporation up to February 1952 was Rs.17.8 million, of 
which Rs.6.85 million were sanctioned during 1950/51. Of the total loans 
sanctioned during the two years, 1949/50 and 1950/51, textiles accounted 
for about 28 per cent, sugar for 24 per cent, and electricity and heavy 
chemicals together for 12 per cent. Less than one-fifth of the applications 
received in 1949/50, and a little less than one-half in 1950/51, were 
sanctioned, as many of the schemes were prepared without due consider- 
ation of the technical and financial aspects. The Corporation, in the past 
two years, has been granting only direct loans, even though, under the 
Act, it is authorized also to underwrite issues of stock, shares, assets and 
debentures of industrial concerns, and to guarantee, under certain con- 
ditions, the issue of loans by industrial concerns. The Corporation has 
announced that, in future, it will underwrite the issues of shares and 


debentures. 
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Industrial finance in Pakistan has also been afforded by the Pakistan 
Industrial Development Corporation, which was set up in 1950 by an Act 
of Parliament to sponsor public companies for jute, paper, ship-building 
and other engineering industries, and for fertilizers and other heavy 
chemicals. Its authorized share capital was fixed at Rs.10 million, of which 
Rs.2.5 million was to be issued at once. By the end of 1951, this Corpora- 
tion had granted loans totalling Rs.15.82 million. The Government also 
proposes to set up a corporation to provide loans to societies and in- 
dividuals for residential construction. This corporation is to have an 
authorized share capital of Rs.50 million, of which 51 per cent will be 
subscribed by the Central Government. It is intended, however, that in 
the first instance, a capital of only Rs.20 million should be issued, and 
the Government has accordingly made a provision of Rs.10.2 million in 
the 1952/53 budget for its share in the capital of the corporation. 


In Ceylon, the Agricultural and Industrial Credit Corporation provides 
credit to both industry and agriculture. Loans are granted to industry at 
the same rates of interest as to agriculture, namely between 5 and 614 per 
cent, depending on the size of the loan. Loans are made for the purchase 
and development of industrial property, and for the redemption of debt 
incurred for these purposes. During 1950/51 the loans reached Rs.856,000 
as compared with the previous year’s total of Rs.493,000. It is estimated 
that the amount of industrial loans outstanding in September 1951 was 
about Rs.1.8 million as against Rs.1.0 million in the previous year*? (see 
table 60). Loans granted to industry by commercial banks were Rs.54 
million in 1950, and estimated to be Rs.86 million in 1951. Comparing 
these figures with the industrial loans granted by the Agricultural and 
Industrial Credit Corporation, the latter appears to be at present relatively 
unimportant. 


In Malaya, the Rural and Industrial Development Authority, which 
was established in August 1950 for the purpose of organizing and stimu- 
lating the development of the rural areas, began operations in 1951. A 
sum of $M 5 million had been provided in the 1951 Federal Estimates 
for RIDA purposes. Owing, however, to the usual difficulties of organiza- 
tion, recruitment, etc., in having a new authority started, the number of 
projects and schemes approved up to the end of 1951 was 167 with a 
financial commitment of $M 1.12 million. Of this amount only $M 625,000 
had been spent in 1951. As RIDA was concerned with rural development 
as a whole, the projects and schemes approved covered both agricultural 
(including fisheries) and industrial (including cottage industries) projects. 


In Thailand, on 12 January 1952, an Act was passed for the establish- 
ment of an Industrial Bank with an authorized capital of 500 million baht 
and an initial paid-up capital of 20 million baht provided by the State. 


"The amount of loans outstanding for industry has been estimated by using the 


ratio of the total of all loans outstanding to new loans grante ing i 
the new loans granted to industry. be oat pare eae 
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Agricultural finance 


Commercial banks do not provide agricultural finance to any significant 
extent in the region. From table 59 it will be seen that, in comparison with 
advances granted by banks in other fields, agricultural loans are negligible. 
In Thailand, the loans of commercial banks to agriculture were less than 
1 per cent of total loans, in Japan less than 2 per cent, in India 2-314 
per cent, in Burma 5-10 per cent, and in Ceylon 7 per cent. Only in the 
Philippines were substantial amounts of loans granted by commercial 
os to agriculture, such loans having been as much as one-third of total 
oans. 


The general picture is one of an increasing absolute amount of loans 
granted by banks to agriculture, but of a declining amount relative to loans 
for trade (see table 59). Loans granted by the commercial banks to agri- 
culture, when compared with loans from other sources of agricultural 
finance (see table 61), were also generally of slight and declining im- 
portance. In the Philippines, however, there was a significant increase 
in the absolute amount of loans granted by commercial banks to agriculture 
although, as a percentage of total loans, they remained fairly stable; it 
may also be noted that agricultural loans granted by the commercial banks 
were about two-and-a-half times those granted by the Rehabilitation 
Finance Corporation. 


In addition to ordinary commercial banks, there are also special institu- 
tions in the region, which provide agricultural finance. These include the 
Agricultural and Industrial Credit Corporation and the State Mortgage 
Bank in Ceylon, and the Rehabilitation Finance Corporation in the Philip- 
pines. Of the two institutions in Ceylon, the Agricultural and Industrial 
Credit Corporation provides a larger amount of agricultural finance even 
though its interest charges are 14-1 per cent higher than those of the 
State Mortgage Bank.** The procedure of the Corporation is more flexible, 
and it can accept, as security, titles less perfect than can the Bank. It can 
also lend up to 75 per cent of the value of a security; its minimum loan 
is Rs.500, as compared with the minimum of Rs.2,000 fixed for the Bank. 
Another reason why the loans granted by the Corporation have increased 
more rapidly than those of the Bank in recent years, is that the Corpora- 
tion, since 1949, has been acting as the agent of the Government in grant- 
ing financial assistance for the rehabilitation of rubber plantations. The 
Government advanced money to the Corporation at 1/2 per cent per 
annum, which the latter was to lend at 2 per cent, repayable in 5 years, 
for the replanting of old rubber lands with high-yielding rubber in eco- 
nomic areas and with other permanent crops in uneconomic areas. In the 
budget estimates for 1950/51, the Government allocated Rs.500,000 for 
further loans under this scheme. 


% The State Mortgage Bank lends at 4-5%4 per cent while the Agricultural and 
Industrial Credit Corporation lends at 56% per cent, depending on the size of the 
loan. 
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Table 61. Agricultural finance 
(Amounts outstanding ) 


1950 1951 1950 1951 
(Millions) (As per cent of total) 
Ceylon (March) (million rupees) 
Commerciale banks eect e+ aarti ae 8.5 8.94 23.9 20.5 
StatesMorteaze Bankeis. concrete + 9.3 10.8 26.2 24.9 
Agricultural and Industrial 
Credit Corporation > aces ees 12.1 WEA 34.1 39.6 
Co-operative credits a alesis asa) ieteel «at 56 Lees 15.8 ..15.0 
TotaL 35.5 43.4 100.0 100.0 
India (June) (million rupees) 
(Conittiercialle battlesy see corre ae ee tee ae 175.0 183.4 36.6 
Co-operative movement@rs. veessee, -- = 303.0 oe 63.4 
TotaL 478.0 183.4 100.0 
Japan? (December) (thousand million yen) 
(Gomimercial banles\ 2 se: ~. 20d cteis nea se 4.3 TZ 31.6 21.8 
Central Co-operative Bank of 
Agriculture & Forestry .............. 4.5 14.1 33.1 42.6 
Federation of Agricultural 
CrediteCo-operatives’ ..se0s ts sceac me _48 118 35.3 35.6 
Tota, 13.6 3.1 100.0 100.0 
Pakistan (million rupees) 
Co-operative movement® ..............< 61.0 
Philippines (June) (million pesos) 
@ommercialshanksmeae sme ee ei eae 98.4 124.8 70.7 Me | 
Rehabilitation Finance Corporation ...... 40.8 46.9 29.3 re Be 
Tota 139.2 171.7 100.0 100.0 


_-2 Estimated using 1950 percentage of loans to agriculture to total loans, and applying 
it to 1951 total loans. 


>Estimated for amount outstanding for September on the ratio of total loans out- 
standing to total loans granted, namely 2:1, and applying it to loans granted during 
each year to agriculture. 


_ © Land mortgage banks and societies plus agricultural societies loans outstanding to 
individuals. 


4 New loans during December of each year. 
e Loans outstanding of agricultural societies at end of 1949/50. 


The agricultural loans granted by both these institutions in Ceylon are 
mostly long-term, for the purchase or lease of land and for the develop- 
ment of agricultural property. Loans have also been made for the redemp- 
tion of debt already incurred for these purposes. As both institutions are 
government-sponsored, there may have been a certain amount of duplica- 


tion of effort, and it has been argued that the two institutions should be 
amalgamated. 


The Rehabilitation Finance Corporation in the Philippines makes agri- 
cultural as well as industrial and real estate loans. Although its total loans 
to industry are generally larger than its loans to agriculture, the number 
of individual applicants and individual loans approved are much larger 
for agriculture. Thus, in 1950/51, 2,329 loans valued at P.14.5 million 
were approved for agriculture, as compared with 72 loans valued at P.20.2 
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million for industry. This is due to the smaller size of the agricultural 
loans, of which more than three-quarters are for P.5,000 and below. Of 
the P.14.5 million loans granted to agriculture during 1950/51, P.5.2 million 
was for palay (paddy), P.3.3 million for sugar, P.2.2 million for abaca, 
P.1.4 million for coconut, and P.1.2 million for fishponds and salt. Al- 
though the absolute amount of agricultural finance provided by this 
Corporation has been increasing, as can be seen from the amount of agri- 
cultural loans outstanding (see table 61), its importance relative to the 
commercial banks has been declining. 


In both India and Pakistan, the central banks have powers to aid in 
the financing of agriculture. The State Bank of Pakistan is authorized to 
purchase, sell and rediscount bills of exchange and promissory notes, 
bearing two or more good signatures, one of which may be that of a 
provincial co-operative bank, for financing seasonal agricultural operations 
or the marketing of crops. It can also make loans and advances to provin- 
cial co-operative banks for agricultural purposes for a period not exceeding 
ninety days against the promissory notes of these banks supported by 
documents of title to goods held by them as security. Thus far, however, 
the State Bank of Pakistan has not done much lending for agriculture. 
In India, the Reserve Bank of India Act was amended in April 1951, 
inter alia, empowering the Reserve Bank to extend credit accommodation 
up to a period of fifteen months to co-operative and other institutions 
interested in providing seasonal agricultural finance, instead of up to only 
nine months as hitherto. 


In Pakistan, steps were taken to establish a special institution for the 
provision of agricultural finance. In April 1951, an Agricultural Develop- 
ment Finance Corporation Bill was moved in Parliament and referred to 
a select committee of the House for study. The bill, if passed with the 
amendments suggested by the select committee,** would establish an Agri- 
cultural Development Finance Corporation with an authorized share capital 
of Rs.50 million, of which Rs.20 million would be issued in the first 
instance. The Government would subscribe to 51 per cent of the capital. 
The Corporation, with the prior approval of the Government, would be 
able to issue and sell bonds and debentures for the purpose of raising its 
working capital, but such capital raised should not exceed five times the 
paid-up share capital and reserve fund combined. The Corporation would 
not give credit in excess of Rs.100,000 to an individual and Rs.500,000 to 
a company or a co-operative society. These limits might be relaxed by the 
Government for special reasons in certain cases, but were not in any case 
to exceed Rs.200,000 for an individual and Rs.2 million for a corporate 
body. Loans were ordinarily to be made in capital instruments, seeds, etc., 
but loans in cash might be granted at the discretion of the Corporation. 


% The select committee, in reporting on the bill, suggested a few changes with a 
view to ensuring that loans should not come into the hands of persons who were not 
agriculturists, to making the procedure for granting loans more simple, and to stating 
more clearly that a loan under the bill could be granted for any agricultural purpose. 
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Governments have also been a source of agricultural finance, either 
lending direct to agriculturists or providing the capital of the special agri- 
cultural institutions mentioned above. In Ceylon, Pakistan and the Philip- 
pines, the emphasis seems to be on providing agricultural finance through 
special institutions. Although direct crop loans are given to cultivators in 
India and Pakistan, they have not been of any consequence. In Pakistan, 
the Central Government loans given to cultivators declined from Rs.1.5 
million in 1950/51 to Rs.1.2 million in each of the years 1951/52 (revised 
estimates) and 1952/53 (budget estimates) ; they constitute only a fraction 
of one per cent of the total loans granted by the Government. Burma 
seems to be the only country where direct loans by the Government to 
cultivators have been of great importance. The Union Government, in 
recent years, has been granting substantial amounts of loans to cultivators 
(see appendix table X.9) by four methods, namely: (a) under the Agri- 
culturists’ Loans Act; (b) under the Land Improvements Loans Act; 
(c) to cultivating tenants of government estates, and (d) through agri- 
cultural credit co-operative societies. Loans under the Agriculturists’ Loans 
Act are made for crop loans, and have constituted between 80 and 90 
per cent of the total agricultural loans granted by the Government. Loans 
through agricultural credit co-operative societies have constituted 10-12 
per cent and have also been mainly short-term. Loans under the Land 
Improvement Loans Act, which are for long-term capital investment in 
land, and loans given to cultivating tenants of government estates have 
been negligible. Total loans given to cultivators, when compared with 
the total loans granted by the Government, were not so large in the early 
postwar years (see appendix table X.9), due mainly to the larger amount 
of loans necessary for purposes of rehabilitation, for the project boards 
(State Agricultural Marketing Board, State Timber Board, etc.), the 
Burma Railways, and other public utilities, such as the Port Commis- 
sioners, Rangoon Development Trust and the Rangoon Electric Tramway 
and Supply Co. From 1948/49 onwards, agricultural loans have been 
increasing in importance and now constitute one-quarter or more of the 
total loans granted by the Government. These loans to cultivators are 
almost the only ones granted by the Union Government to private enter- 
prise, other loans being to state-owned enterprises and local governments. 
The amount of net loans made by the Government to cultivators has also 
been increasing. The loans of Rs.92 million (see appendix table X.9) 
shown as repaid in 1950/51 are largely a paper entry. In February 1951, 
the Government wrote off all outstanding agricultural loans issued since 
the war and up to and including 1948/49—a total estimated at Rs.75 mil- 
lion—as well as Rs.34 million of land revenue outstanding for the same 
period. This was done to alleviate the plight of the cultivators who had 
suffered many losses, including cattle and agricultural implements, during 
the disturbances. 


The co-operative movement has also, to a limited extent, been a source 
of agricultural finance within the region. Although the co-operative move- 
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ment was introduced within the region mainly for the purpose of providing 

agricultural finance, this aspect has not developed greatly in recent years. 
By contrast, in many countries, consumer co-operative stores have de- 
veloped strongly since the war, at times at the expense of the credit 
functions of the co-operative movement. West Pakistan, which has the 
most developed agricultural credit co-operatives in the region, has experi- 
enced some change in the working of these societies and banks. At the 
time of the partition, with the vacuum created by the closing down of 
branches of Indian banks, the co-operative banks and societies in Pakistan 
took up commercial banking, especially in the North West Frontier 
Province and in West Punjab. There has thus been a shift from purely 
agricultural financing to the financing of commerce. Thus, in the Punjab, 
the amount advanced by central banks to societies for financing rice and 
cotton production declined from Rs.13.4 million in 1947/48 to Rs.8.4 
million in 1949/50, while advances for other purposes increased from 
Rs.2.9 million to Rs.16.4 million. Nevertheless, the agricultural societies 
in Pakistan expanded their working capital from Rs.83.5 million to 
Rs.94.5 million in the same period. Loans issued each year have also 
increased from Rs.51 million to Rs.80 million with a smaller increase in 
loans recovered. Loans outstanding accordingly increased by Rs.6 million 
to Rs.61 million in 1949/50. In Malaya, the agricultural loans outstanding 
of $M 555,000 at the end of 1951, constituted about 10 per cent of total 
loans outstanding of the whole co-operative movement. In Cambodia, the 
amount of loans outstanding and bills discounted with the provincial 
offices of the Office of Popular Credit, increased from 7 million piastres 
in December 1950 to 11 million piastres at the end of 1951. 


Data are very scanty for a comparison of the amount of agricultural 
finance given by the co-operative movement with that provided by com- 
mercial banks and other sources. From the available information (see 
table 61) it seems that although the co-operative movement is well devel- 
oped in Ceylon, the amount of agricultural finance afforded by it, when 
compared with that from other sources, is small and declining in im- 
portance; this would seem to be due to the expansion of the Agricultural 
and Industrial Credit Corporation, as well as that of the co-operative 
movement, in directions other than agricultural finance. Thus, while loans 
to agriculture in 1947/48 constituted 80 per cent of the total loans ad- 
vanced by the co-operative movement, by 1950/51 the share of such loans 
had declined to 58 per cent. 


In India and Japan, on the other hand, the co-operative movement seems 
to be an important source of agricultural finance (see table 61). In India, 
the agricultural finance afforded by the co-operative societies in 1949/50 
was almost double that provided by the commercial banks. In Japan, not 
only is the co-operative movement already significant but its importance 
relative to the commercial banks has been increasing. The Federation of 
Agricultural Credit Co-operatives increased the amount of its loans in 
December 1951 to about two-and-a-half times that of the previous year. 
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The Central Co-operative Bank of Agriculture and Forestry, which is in 
effect a central bank for all the federations of co-operatives, also granted 
loans in December 1951 amounting to about three times the total granted 
a year earlier. This Central Co-operative Bank was established in 1923 
and is under special government supervision. Its capital is at present 
2,800 million yen and is owned jointly by the Government and the co- 
operative federations. 


CHAPTER XI} 
Public finance 


INTRODUCTION 
Public finance developments in 1951 


The most significant development in the public finances of a majority 
of the countries of the region during the year 1951 was the extraordinary 
buoyancy of the revenues. 


Following devaluation of their currencies in relation to the United 
States dollar, some of the governments of the region had introduced or 
increased the taxes on the principal primary exports of the region to cut 
down the inflationary pressures emanating from the immediate rise in the 
local prices. Since the war in Korea and as a result of the increased 
rearming and stockpiling programmes of the United States and Western 
European countries, the prices and volume of these exports rose un- 
precedentedly with pronounced effects on the domestic price levels. This 
gave a further impetus to the governments’ efforts to check inflation. 
New taxes were introduced, and the existing taxes on exports were 
further increased. The improvement in the export position also made for 
higher profits in countries which were exporting primary commodities 
under government monopoly. The high level of exports, both in terms of 
volume and prices, led to significant improvements in the national bal- 
ances of payments, and made it possible for the countries to secure 
increased imports. The growth in the revenues from imports is only less 
marked than that from exports. The substantial increase in the revenues, 
therefore, was a consequence jointly of the increased volume and prices 
both of imports and exports. 


The rise in the revenues was most substantial in Malaya. The total 
revenue in 1951 increased by 56 per cent over that of the previous year, 
and was twice what it was in 1949. The revenue from export duties was 
only a little less than twice that in 1950, and approximately four times 
that in 1949. There were also increases over the previous year in the 
revenues of China (Taiwan) (53 per cent), North Borneo (47 per cent), 
the Philippines (1950/51: 34 per cent), Ceylon (1950/51: 31 per cent), 
Burma (1950/51: 22 per cent), and the Central Governments of India 
(1951/52: 18 per cent) and Pakistan (1951/52: 4 per cent) in the respec- 
tive fiscal years through 1951. In all these countries, and in Indonesia, 


2 Prepared by the United Nations Department of Economic Affairs, Fiscal Division. 
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Sarawak and Thailand,? increases have been obtained from customs duties — 


and other taxes on, and government profits from, external trade. Im- 
proved trade conditions have also led to an increase 1n the revenues from 
taxes on income in a number of these countries and in Singapore. 


The rising trend of expenditures, noted in the surveys of public finances 
of the previous years, also continued. Significant increases over the pre- 
vious year’s expenditures occurred in Malaya (46 per cent), North 
Borneo (35 per cent), Pakistan (31 per cent), Ceylon (30 per cent), 
China (Taiwan) (26 per cent), Singapore (17 per cent), India (14 per 
cent), and Burma (11 per cent). Increased expenditures have also been 
incurred in Indonesia, Sarawak and Thailand. The only exception was 
the Philippines where the expenditures declined by 6 per cent below those 
of the previous year. 


Apart from the rise in the general price level, these increases in ex- 
penditures are the result of increased revenues and the improvement in 
the foreign exchange position brought about by the better export situation 
and increased assistance by way of loans or grants from abroad. In the 
course of the year most countries of the region met larger commitments 
for internal security and defence and, with the sole exception of the 
Philippines, devoted more resources to current and capital expenditures 
on economic and social development. 


The rise in expenditures, however, has not fully absorbed the rise in 
revenues. As a result the continuous excesses of expenditures over rev- 
enues fell in Ceylon, China (Taiwan), India and south Korea. Revenue sur- 
pluses emerged or were enlarged in North Borneo, Burma, Malaya, 
Sarawak and Singapore. The growth in revenues together with the rela- 
tively small decreases in expenditures reduced the excess expenditures of 
the Philippines very substantially. The only exceptions to these decreases 
in excess expenditures were Japan and Pakistan. In Pakistan the increase 
in excess expenditure was due to a heavy increase in expenditure follow- 
ing the very substantial rise in revenues in the previous year. The revenues 
registered a further rise but expenditures increased more substantially. 
In Japan the consolidated cash statements indicate an over-all excess of 
expenditures for the fiscal year 1951/52. This is a reversal of the previous 
year’s surplus resulting from strict retrenchment. 


Effects of public finance developments on national economies 


While the budgetary excess expenditures have declined and revenue 
surpluses have emerged or been enlarged, a consideration of the effects of 


* Details on revenues and expenditures for these countries are not available. 

*For the other countries—Brunei, Cambodia, Hong Kong, Laos, Thailand and 
Vietnam—accounts or revised estimates for the yeat under review are not available at 
the time of writing (May 1952). Owing to the extraordinary turn of events, many of 
the countries for which the revised estimates are available show a great divergence 
from the amounts anticipated at the time a year earlier. The available budget antici- 
pations for some of these countries, therefore, cannot provide adequate indices of 
the actual course of their financial transactions during the year. 


* 
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public finances on the price levels of the region would require three 
further factors to be taken into account. 


The first is the distinction between home payments, which increase 
domestic money incomes, and payments abroad which do not and are; 
therefore, not inflationary. Statements of the distribution of receipts and 
expenditure at home and abroad are not available for any country of the 
region except India, where in the explanatory memorandum to the 1952/53 
budget an attempt has been made to secure this breakdown. Table 62 gives 
these figures adjusted for the provision for the schemes of food importa- 
tion and distribution, the repayment of debt by Pakistan, and the revisions 
to the February draft estimates made in the Second Budget presented to 
the newly elected Parliament in May, 1952. 


Table 62. India: breakdown of receipts and payments at home and abroad, 
1952/53 (budget estimates) 


(Million rupees) = 


At home Abroad Total 
oe a ea ee eee 4,428.9 124 4,441.0 
LESUPETTTaT a oh wae eee ee, ea ae —5,268.5 — 560.8 —5,829.3 
BALANCE — 839.6 — 548.7 —1,388.3 
Food schemes 

PePENASeS OF 10MM socs es cae e Sa ce tees — 616.6 —1,519.1 —2,135.7 
“ES NE Ae. SS PRE a ae See ee a 1,986.0 — 1,986.0 
BALANCE 1,369.4 —1,519.1 — 149.7 
SUS TSE rsa cig See 2 Speen ae “= 72.6 72.6 

Borrowing (net) 
er RIAs (ACHE od a ss 3 oe gto Scie ee 235.5 92.1 327.6 
Pict Tet GEE teas oo pgs nd oats flew’ s,2 o whe: oo ake — 50.0 — — 50.0 
Rela tanitel ODE tot Fak tin hee Bek eres ame 513.4 — 513.4 
Repayment of debt by Pakistan ........... — 90.0 90.0 
Other debt and deposit transactions (net) .. — 57.7 — 113.9 — 171.6 
TOTAL 1,171.0 —1,927.0 — 756.0 


8 Excluding food sales and purchases. 
Note: Minus sign indicates payments. 


According to these figures the Government is expecting to reduce money 
incomes at home by approximately Rs.1,171 million and use up foreign 
exchange by about Rs.1,927 million, giving rise to a cash deficit of 
Rs.756 million. It would be incorrect to suggest that this excess expendi- 
ture contributes to the inflationary pressure in the country. 


As a second factor, the cost of living was kept low, in India and Ceylon, 
by price subsidies on food items, which the governments imported at 
higher prices and sold at a loss to keep the local prices at lower levels. 
While price subsidies resulted in increases in consumer spending power, 
nevertheless they were important in checking the rise in the domestic cost 
of living because of their stabilizing effect on the general price level. The 
action of these food-deficit countries was parallel to that of the food- 
surplus countries, like Burma and Thailand. In the pursuit of counter- 
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inflation, local food prices were kept below the international prices by 
Burma and Thailand, as well as by India and Ceylon. The food-surplus 
countries realized considerable revenues, but the food-deficit countries 
incurred considerable expenditures; except for the indirect stimulus for 
increased expenditures provided by the increase in the revenues of the 
food surplus countries, the net effect was counter-inflation in both cases. 


The third factor which must enter into a correct assessment of the 
inflationary effect of budget deficits in the area has been the lack of com- 
prehensive and sufficiently detailed information on the methods of 
financing the deficit or disposal of the surplus except for a few countries. 
Even in these cases the information is not exhaustive enough. This makes 
it very difficult to analyse with any degree of precision the net effects of 
government operations on the economies of the region. 


Open-market borrowing has often been looked forward to in the budget 
speeches and newspaper and periodical reviews as a counter-inflationary 
measure and a justification per se of excess expenditures. The inflation- 
ary impact has often been sought not by taking into account the excess 
of current and capital expenditures over revenues, as in appendix table 
XI.1, but by the excess of these expenditures over revenues plus borrow- 
ings. Comfort has thus been derived from the fact that the size of deficits 
is not large, or that the revenues and borrowing together are in excess of 
incurred or proposed expenditures. This also requires clarification. If 
internally raised loans are subscribed to by the consumers or business 
enterprises, who as a result would reduce either private consumption or 
investment (and not hoarding), the borrowing then represents a reduction 
in private outlay, corresponding to public outlay financed by such borrow- 
ing. It has, however, been observed that for want of a regular money 
market, government loans have mostly been subscribed by the banking 
system. A study of the ownership of the rupee loans of the Central 
Government of India indicates that, in June 1951, 22.8 per cent were 
subscribed by the Reserve Bank of India in its issue and banking depart- 
ments and 14 per cent were held by the Bank on account of other institu- 
tions, 21.6 per cent were subscribed by commercial banks, 7.8 per cent by 
insurance companies, 10.2 per cent by Part A and B States and 4.1 per 
cent by non-residents. Only, therefore, 20 per cent of the rupee loans 
have been subscribed by joint stock companies, trusts and other institu- 
tions as well as private individuals. In Ceylon, of the Rs.90 million loan 
issued in November 1950 under the National Development Loan Act only 
about 8 per cent was taken up by insurance companies, institutional inves- 
tors and other individuals. Commercial banks had taken up 45 per cent 
and the remainder was absorbed by the two government savings banks and 
other government agencies. Borrowing from commercial banks does not 
diminish their ability to expand private credit, and must be accompanied 
by stringent controls in order to compensate the inflationary effects of 
the additional government spending financed by such borrowing. Borrow- 
ing from the central banks leads directly to currency expansion. 
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Only Ceylon has been successful in raising loans which are not needed 
for budgetary purposes. The compulsory loan obtained by Indonesia from 
the “monetary purge” of 1950 was more than used up by the heavy deficits 
of that year. Improved revenue position has led to a net repayment of 
the short-term debt, mostly owed to the central banks, in Burma, India, 
Indonesia, Japan and the Philippines. The increase in the short-term debt 
of Pakistan is mainly for the contribution in notes to the International 
Monetary Fund. This contribution does not represent immediate claims 
on resources, and has therefore been excluded in ascertaining the magni- 
tude of the country’s excess expenditure. Only Thailand has had to resort 
to an increase of its floating debt by 500 million baht to finance its excess 
expenditure. 


The promotion and mobilization of small savings constitutes an impor- 
tant factor in counter-inflationary borrowings as it cuts down the spend- 
able incomes of low income groups. The most effective response to small 
savings schemes has been made in India. This field promises a better 
future in most countries of the region. 


Assistance from abroad has been a significant feature of the finances 
of many governments of the region during the year. Help under the 
Colombo Plan was received during the year by British Borneo, Ceylon, 
India, Malaya, Pakistan and Vietnam. On the whole, these countries 
financed their development programmes from their own resources to a 
large extent; and assessed extra foreign aid of £206 million, of which 
£50 million was to come from the sterling balances, could not be fully 
utilized. The United States Mutual Security Agency, during its operation 
from 5 June 1950 to the end of 1951, made shipments of essential supplies 
worth $103 million to Burma, India, Indochina, Indonesia, the Philip- 
pines, China (Taiwan) and Thailand. The largest shares have gone to 
China (Taiwan) ($70.9 million) and Indochina ($14.0 million). Indo- 
nesia, for its development programme, and Japan, for the purchase of 
cotton, had obtained credits of $100 million and $40 million respectively 
from the United States Export-Import Bank; but no disbursements were 
made from these credits till the end of 1951. The only amounts realized 
totalled one million dollars made available to Thailand for the purchase of 
three cargo vessels. The International Bank for Reconstruction and De- 
velopment also disbursed loans of $10.2 million to India and $3.7 million 
to Thailand. 


In addition to the assistance received from the above agencies, further 
assistance was received during the year by India, Indonesia and Japan. 
India received a loan of $190 million to purchase 2 million tons of food- 
grains; Indonesia had received 140 million rupiahs in the early part of 
1951 from the loan contracted with the Netherlands in March 1950; 
Japan received 61,400 million yen as grants primarily from the United 

* States. 
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The Philippines alone repaid foreign loans, paying 13 millic . 
instalments of the United States Government and Reconstruction Finance 
Corporation loans in 1951. 


The assistance received has further helped the counter-inflationary 
policies pursued by the governments of the recipient countries. The aid 
to individual countries has resulted in substantial accumulations in the 
various counterpart funds derived from the sale of aid goods. in India a 
Special Development Fund has been set up from the sale proceeds of the 
American loan and of wheat and other~assistance received under the 
Colombo Plan. The total credits of the Special Development Fund were 
Rs.763.6 million in 1951/52 and are expected to be Rs.188.3 million in 
1952/53. The expenditure from the Fund has been Rs.150 million in 
1951/52 and is expected to be Rs.312.9 million in 1952/53. 


Table 63 gives a statement of the status of Mutual Security Agency 
aid counterpart funds as of 31 December 1951. This suggests that the 
expenditures out of the counterpart funds are not heavy except in China 
(Taiwan) and Indochina where the conditions are relatively more un- 
settled. In Japan the surplus of the counterpart fund accounts had increased 
in 1949/50 (15,200 million yen) and in 1950/51 (83,000 million yen). 
These accumulations had served as a strong counter-inflationary factor in 
these fiscal years. For the year 1951/52 a reduction (22,300 million yen) 
was expected. As no appropriations have been made for aid to Japan in 
the United States budget for 1952/53, the expenditures from the Counter- 
part Fund are expected to decline in future. 


Budget anticipations for 1952 


The boom in the demand for the raw material exports of the region 
came to an end during the first half of 1951. This was the result of the 
slackening of the stockpiling programmes, increased restrictions placed 
early in 1951 by the United States Government on civilian consumption 
of tin and rubber, increased use of synthetic rubber, a general reduction 
in speculative demand (hitherto generated by the expectation of increased 
government purchases for rearmament and stockpiling) and a very large 
crop of jute in the 1951/52 season. Between February 1951 and the end 
of the year the Singapore prices of rubber and tin had fallen respectively 
by 37 and 39 per cent. While the prices of rice have been maintained, a 
fall has been registered in the prices of other exports of the region. The 
value of exports maintained a high level in 1951 in fulfilment of con- 
tracts entered into during the period of high prices. With the termina- 
tion of these contracts, exports are expected to decline in value and, 
perhaps, in volume as well. This in turn would have the effect of making 


the import restrictions more stringent and, therefore, reducing also the 
value of imports. 


To improve the competitive position of the producers in a state of re- 
duced demand, the governments have reduced the tax rates on exports by 
the operation of sliding scales of duties as in Malaya and Ceylon, or 
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by outright reductions or cancellations as in India. To that extent the 
decline in revenues from exports is likely to be more than in proportion 
to the decline in the value of exports. 


The course of revenues in 1952, therefore, is likely to be downward. 
This is the reason why the anticipated revenues of the Governments of 
India, Malaya, North Borneo, and Pakistan during the fiscal years 
through 1952 are pitched at lower levels than the revised estimates of 
the previous year. Similar forces would also lead to a decline in the 
revenues of Sarawak and Ceylon, though the latter has budgeted for an 
increase in revenues. In Indonesia also, the system of foreign exchange 
certificates has been abolished and replaced by export duties at reduced 
rates which are likely to lead to reduced incomes from this source. On 
the other hand, the demand for rice continues strong; Burma and Thailand 
have budgeted for increased revenues. In the Philippines the newly im- 
posed excise tax on foreign exchange was in effect only for the last three 
months of the fiscal year 1950/51. Its operation through the whole of the 
fiscal year 1951/52 is expected to lead to a further increase in total 
revenue’in that year. Singapore will be collecting taxes in 1952 on the 
increased incomes of 1951. China (Taiwan) has also budgeted for an 
increase in revenue, primarily from excise duties. 


While it appears that for a majority of countries the revenues may 
decline, the estimates of expenditures either show increases, caused pri- 
marily by the heavy realizations of revenue during 1951, or alternatively 
have remained at the same levels. Increased expenditures have been 
budgeted in North Borneo, Burma, Ceylon, the Philippines, Singapore, 
China (Taiwan) and Thailand. The expenditures of the Central Govern- 
ments of India and Pakistan are to remain at the same level. Only in 
Malaya do the estimated expenditures for 1952 show a decrease. 


The prices of exports have fallen; but the all-round increase of other 
prices since the war in Korea, particularly the increase in the cost of 
development goods, is persistent. This increase of costs is not likely to 
reduce the tempo of development, which is stimulated by the unspent appro- 


priations and accumulations in reserves, counterpart funds and cash 
balances. 


There is, therefore, a very great likelihood of significant excess ex- 
penditures in 1952. Malaya, Sarawak and Singapore have budgeted for 
a reduction in their revenue surpluses; in North Borneo and Burma there 
is to be a re-emergence of excess expenditures; in Ceylon, India and 
Pakistan the excess expenditures are to increase. Judging from the falling 
trend in the prices of exports of the region, revenue is likely to fall 
more than in the budget estimates ; the budgeted excess expenditures would 


be greater or surpluses smaller unless actual expenditures were reduced 
below the estimates. 


Should a large-scale recession develop in 1952, the policies forecast in 
the budgets would be anti-deflationary and possibly desirable. If, on the 
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other hand, inflationary conditions persist through 1952, the government 


finances as proposed are not likely to contribute to the fight against 
inflation. 


Strictly, therefore, there is a necessity for flexibility. The revenues 
cannot be made very flexible, as they are governed largely by external 
circumstances. In such a period of uncertainty, flexible public expendi- 
tures provide, perhaps, one of the most effective instruments of economic 


policy. 
Country notes 


The significant changes in the expenditures, revenues and resulting 
excess expenditures or revenue surpluses are given in appendix table 
XII.1. The notes to the table explain the scope, coverage, limits of fiscal 
years, types of estimates and sources of these statistics. 


India, Malaya and Pakistan, and to a lesser extent Burma, have federal 
governments, with varying degrees of autonomous finances for the pro- 
vincial and state governments. An approximate idea of the magnitude of 
the expenditures of the state governments in India and Pakistan can be 
had from appendix table XII.1. The figures shown there exclude 
the expenditure met from grants and loans from the Central Govern- 
ments. The approximate magnitudes of the transactions of Malayan 
state governments, excluding the grants from the Federal Government, 
are $M 62 million and $M 67 million in 1951 and 1952 (budget estimates). 
Similar transactions of the state governments in Burma, excluding the 
grants from the Union Government, are only of the order of Rs.8.5 
million (1951/52: budget estimates). 


Statistics for the fiscal years through 1951 are not available for Brunei, 
the mainland of China, Hong Kong, and the three States of Indochina. 
The significant revenue and expenditure developments of the other coun- 
tries are discussed in the respective sections. 


The following notes describe the developments which, for lack of 
budget documents or other material, have not been covered by the statis- 
tics in appendix table XI.1. 


Burma. The expenditure estimates are generally over-estimated; ac- 
cording to the Annual Report for 1951 of the Union Bank of Burma, 
based on provisional data, the actual expenditure in 1949/50 and 1950/51 
was likely to be 20 per cent lower than even the revised estimates which 
in turn were lower than budget estimates by Rs.20 million and Rs.32 
million respectively. For 1950/51, in addition to the surplus of Rs.4.2 mil- 
lion, there was an increase of Rs.127 million in the deposits of the Market- 
ing Boards and other state enterprises with the Union Bank of Burma. 


China (mainland). The character of the economy of the mainland in 
1950 and 1951 went through a drastic change as a result of the agrarian 
reform, and the increase in the nationalization of industry and trade. The 
reported recovery in industrial production and trade, and increased agri- 
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cultural output led to a sharp rise in the profits of state-owned enterprises 
and in tax revenue. Despite the increases in public investment the antici- 
pated budget deficit of 18.7 per cent of total expenditure in 1950 was 
reduced to 16.7 per cent, according to a statement of the Vice-Minister of 
Finance of the Central People’s Government of the Republic of China. Of 
this deficit of 16.7 per cent, 4.7 per cent was obtained from bonds dis- 
tributed mainly by government assignment, and 3.0 per cent by foreign 
loans. In 1951 a substantial increase was budgeted for public investment 
and military expenditure. 


Indochina. As a result of the constitutional changes in Indochina which 
became effective on 1 January 1951, the revenue from the common serv- 
ices of the former Central Administration of Indochina, such as customs, 
fiscal monopolies, posts and telegraphs, were transferred to the three 
states, Cambodia, Laos and Vietnam. In the 1951 budget of Cambodia 
these new items accounted for an increase of 360 million piastres of 
revenue over the amounts budgeted for the previous year. Of the 1951 
Laos budget revenue of 151.9 million piastres, the realizations of its share 
of common services alone accounted for 99.5 million piastres. The 1951 
budget of Vietnam is not available. 


Indonesia. The advances of the Java Bank to the Government reached 
an all-time high of 2,900 million rupiahs in February. Since then they 
have been declining. The year closed with the advances at a level of 
Rp.1,300 million. As against this the increase in other loans and advances 
probably did not exceed 250 million rupiahs. The substantial decline in 
indebtedness is indicative of a revenue surplus for 1951. 


South Korea. The deficits of south Korea are indicated by the ad- 
vances to the Government granted by the Bank of Korea. These advances 
were already at a very high level of 83,900 million won at the end of June 
1950. Since the war these have increased significantly, at the end of 1950 
standing at 202,500 million won. The net increases for the first six months 
of the war were, therefore, 118,600 million won. The net advances 
increased to 285,400 million won by May 1951 but they have since been 
declining. The latest available statistics indicate the advances at the level 
of 225,900 million won at the end of October 1951. This decline on the 
Government’s account is more than offset by the increase in outstanding 
advances by the Bank of Korea to the United Nations forces in Korea. 
These advances were at a level of 54,800 million won at the end of 1950. 
There was a continuous increase in 1951 and the figures stood at 337,200 
million won at the end of October 1951. The increase in the combined 
advances in the first ten months of 1951, therefore, works out at 305,800 
million won. The financial situation of the Government is improving; but 


the drastic inflationary pressure of war expenditure has been operating 
unabatedly during 1951, 


Philippines. The actual revenue surpluses of the General Fund in 
1951/52 and 1952/53 would be greater as the expenditures include debt 
repayments, payments into counterpart funds, etc. 
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Thailand. Estimates of revenue are generally conservative, while ex- 
_ penditure is generally estimated at the maximum possible. For the period 


January—August 1951 actual revenue was 1,700 million baht, and expendi- 
ture, 1,623 million baht. 


PATTERNS OF EXPENDITURE 


Estimates of the distribution of expenditure for the year under review 
are available only for North Borneo, Burma, Ceylon, the Central and 
state governments of India, Indonesia, Malaya, the Central Government 
of Pakistan, the Philippines, Singapore, China (Taiwan) and Thailand. 
Of these, the data for Ceylon, the state governments of India, Indonesia 
and Malaya are budget estimates and require some care in their interpre- 


tation as the magnitudes of actual expenditure diverge substantially from 
budgeted amounts. 


Consideration of the state governments of India and Pakistan is 
important for a study of the distribution of expenditure. Several fields 
are divided between the federal and constituent governments. A study of 
the finances of the Central Governments only gives unduly heavy weight 
to items like defence which are the prime responsibilities of the Central 
Governments, as against those like economic and social development which 
are largely within the field of the provincial and state governments. While 
up-to-date statistics are not available, an attempt has been made to indi- 
cate the approximate magnitudes of their distribution in appendix table 
X1.2. 


Defence expenditure 


Expenditure on defence continues to be the largest single item of ex- 
penditure for most countries of the region. 


The actual expenditure, incurred for the defence of the British terri- 
tories and Ceylon and also the three states of Indochina, is under- 
estimated. A large part of the responsibility for the defence of these 
territories devolves on the United Kingdom and French Governments, 
from whose budgets a correspondingly large part of the expenditure 
involved is met. The amounts entered into the respective budgets of the 
governments concerned in the region only indicate the relatively smaller 
share of these governments in the expenditure for the defence of their 
territories. 


In the year under review defence expenditure increased in all the coun- 
tries for which data on the distribution of expenditure are available. 
Ceylon and Malaya are taking a larger share in Commonwealth defence. 
In Ceylon, the United Kingdom was spending between 50 and 75 million 
rupees for the maintenance of the armed forces in 1947/48 and 1948/49. 
Since 1949/50, the bulk of the British forces has been withdrawn. Ceylon 
is therefore constructing buildings and purchasing stores and equipment 
and other requisites for the establishment of its own army, navy and air 
force. The amount for these, met from loan fund expenditure, up to the 
close of the financial year was Rs.9.5 million, In 1951/52, not only the 
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rdinary defence expenditure would increase from Rs.9.3. million to 
Rs.20.4 | million, but perctiied has been made for Rs.23.0 million out of 
loan fund expenditure for defence capital outlay. The Federation of 
Malaya is increasing the strength of its Malayan Regiment and of the 
auxiliary air force. Singapore is also stepping up its defence expenditure 
from 1952. 


Apart from the general increase in prices, continued unsettled conditions 
or international tension in the region are responsible for the increase in 
defence expenditure in Burma, India, Pakistan, the Philippines and 
Thailand. The increase in the last two countries is also due in part to the 
dispatch of forces to the Korean war front. New battalions were also 
authorized for the Philippines to quell internal disorders. In Burma also, 
additional units of the army are responsible for the increase in expendi- 
ture. The process of strengthening the army is continuing in 1951/52. 
In addition a capital outlay of Rs.51.5 million is forecast; Rs.40 million 
will be spent on stores and Rs.11.5 million on defence works. The increase 
of defence expenditure in India and in Pakistan is due to the continuation 
of the dispute between the two countries over Kashmir. In Indonesia the 
increase in defence expenditure is largely the reflection of the very signifi- 
cant price rise in the country during the two years 1950 and 1951. 


Progress of economic and social development 


Improvement in export trade in the year under review mitigated many 
of the financial problems facing the governments of the regions in their 
development programmes; revenues increased beyond the most optimistic 
expectations; there was an improved foreign exchange position to finance 
imports of capital goods for development and consumer goods to counter- 
act inflation; in addition, more foreign assistance was available than pre- 
viously as the Colombo Plan and the United States Mutual Security 
Agency expanded their operations during the year under review. 


Many of the practical difficulties still continued and some of them 
increased. The availability of capital goods from Europe and the United 
States was limited by the rearmament programmes of these countries. The 
counter-inflationary effects of consumer goods imports were decreased, 
as these imports could be secured only at higher prices. In addition, there 


were shortages of technicians and skilled and semi-skilled workers, espe- 
cially in the construction industries. 


The prosperity of the export trade was sudden and unforeseen. In view 
of the difficulties both of internal and external finance experienced in the 
previous year, and the inflation that had taken place since the start of the 
Korean war, the countries of the region had restricted their original pro- 
grammes of economic development. These could not be stepped up over- 
night. Despite these handicaps, the development programmes were speeded 


up to the extent that was practicable; and real progress was achieved in a 
number of countries. 
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The increased development had to take place in an inflationary situa- 
tion. For lack of satisfactory data on the increased cost, it is difficult to 
measure the magnitude of economic and social development in real terms 
from available information on the money spent. In any case, the revised 
estimates of these expenditures with a breakdown are available only for 
Burma, Ceylon and the Central Governments of India and Pakistan, For 
the British territories of Malaya, North Borneo, Sarawak and Singapore, 
for the Philippines, Thailand and Vietnam only a general statement of 
the progress achieved is possible.* 


Expenditure on economic and social development is concentrated along 
four lines. First, more money is being spent on the current provision of 
social services such as education, health, welfare, relief, etc. Such ex- 
penditure is described as “current” only in the sense that no tangible 
assets are created: it is an investment in human capital. Similarly “cur- 
rent” expenditure on agricultural and industrial development, technical 
research, irrigation, ports, lighthouses, economic planning, development of 
commerce, etc. has increased. Secondly, investment outlays, by definition 
resulting in tangible assets, have taken the form of basic development, 
such as railways, roads and bridges, ports, airports, etc. Maintenance 
expenditures are not separately available; the statistics in the tables below 
give “gross” expenditure. Broadly, the actual damage and the lack of 
repairs in the war period are rapidly being made up, and extension is 
being secured. Considerable investments are made in river control schemes 
aimed at increasing the land under cultivation by providing extensive 
irrigation facilities and at distributing cheap hydro-electric power in plans 
of general rural development. Thirdly, essential industries are being set 
up to make use of indigenous raw materials such as jute mills in Pakistan, 
or to save foreign exchange expenditure such as the penicillin factory 
in India. Finally, in addition to direct investments, loans have been given 
to public authorities, enterprises, cultivators, etc., for capital outlay. 


The inflation and the need to restrict capital outlay to basic develop- 
ment only, have led to a much more restricted outlay on the construction 
of buildings for schools and hospitals. The details of such capital outlay 
are lost in the general category “civil works”. The net result has been 
relative overcrowding. While the operation of the available facilities is 
being extended, there is probably a certain degree of deterioration in the 
service provided. 


Tables 64 to 68 indicate the magnitude of current and capital outlay on 
economic and social development in several countries, and the country 


“In interpreting the amounts of expenditures caution is necessary. The figures are 
allocations; in some cases, these are not all spent. Details are not available also of the 
relationship between the Budget accounts and the various funds of public enterprises, 
etc., which incur expenditures on economic and social development on their own ac- 
count. Individual instances of such expenditures are taken into account in the follow- 
ing pages when information is available; in some cases the information is lost when 
separate funds or boards are created for specific purposes. For an adequate appraisal 
of government outlay there is need, therefore, of consolidated statements of the 
budgetary transactions of all the governmental entities. 
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notes describe in further detail the progress made by individual countries 
in their development schemes. With the exception of Ceylon, the current 
outlays shown in these tables are total outlays under the several heads, _ 
and not merely the additional outlays provided under formal development 
plans. 


In India and Pakistan, most expenditures of “current” type, and siz- 
able “capital” outlays as well, are incurred by the state governments from 
their own resources in addition to those incurred from the loans and 
advances from the Central Governments. The statistics for India are only 
draft estimates: not all the money may have been spent. However, the 
figures are indicative of the importance of the provincial and state govern- 
ments in the field of economic and social development in these two coun- 
tries (see table 64). 


Table 64. India and Pakistan: expenditures on economic and social 
development by the provinces and states 


(Million rupees) 


India Pakistan 
1951/52 1950/51 
DE* RE 
Eeonomie developiieute a sacs sates success dela amie 530.5 98.1 
Of which 
Aprictiltiren , 6: na 01s dusetiaias aie, oats eee Ris ee a 185.2 18.3 
LELib ations asco cea ote OA ck eee cinerea aoe eenar ante 178.8 14.5 
IMIGLETINGD RY: «radios these cere ovat ate oeSe cewek 40.4 46 
GosOperatlon Feta alee ln Whe cre eee eee 39.7 Be 
IiduiS ELITES 6S ke eted, «ce PNoct e+ Cancale dt amen as one 712 10.2 
Social gservicesetssasith sprue ot anita sos x eee eee 869.2 95.5 
Of which 
FACUCa bOI 8% cc alesPoars 5c Rc 2m ee ee ie Nite el haan ale 590.7 66.0 
SEL Get Ein) teres otctarons: <u aN ake tet St ne cameras on 278.5 26.4 
Less grants from the Central Governments 
tor meet. clirrent expenditure s..0.<t owed ack ws eee aie —154.3 —10.1 
TOTAL CURRENT EXPENDITURE 1,245.4 183.5 
hrvyestmenty, a: wre ce dictele« ware awisieaate eens Uae ee cine 1,334.6 201.7 
I:oans ‘andhadvantes. = Ak cach astute at ees cen nek eae 290.6 225 
Less loans and grants from the Central 
Governments for.capital, Ontiny..c... cutee ce enene ee —755.8 —121.9 
: TOTAL CAPITAL OUTLAY 869.4 102.1 


® For explanation of notations see notes to appendix table XI.1, 


In Burma the rehabilitation of the oil industry, which had to start almost 
from the ground up after the war, has suffered heavily from political 
disturbances. The main refinery at Syriam has still to be reconstructed 
and it will be some time before the pipe line from the oilfields to the re- 
finery is restored and can be used in safety. It was officially announced in 
December 1951 that the British Government was to lend Burma £2.5 
million (Rs.33.3 million) to finance the latter’s investment in the Burmah 
Oil Company. An additional £2.5 million were to be raised by the Goy- 


ernment of Burma. It was expected that the Government would have a 
one-third interest in the oil company. 
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Internal disturbances have also hindered the rehabilitation of railways, 
agriculture, and forestry. While expenditures on capital outlay on rail- 
ways show a decline during 1950/51, increased allocations have been 
budgeted for 1951/52 in anticipation of an improvement in the internal 
situation. 


The most significant increases during the year have been for the heavy 
commitments entered into by the Government for the purchase of stores 
and plant and for the construction work on the expansion of the Rangoon 
airfield. There has also been a substantial increase in other civil works. 


The expenditure on industrial development relates mainly to the subsi- 
dies to the government sponsored undertakings. These expenditures have 
so far been financed from the National Development Fund. Of the total 
expenditure on industrial development of Rs.12.5 million in 1950/51, Rs.9 
million were spent on the Government’s cotton spinning and weaving 
factory, which has been completed and is in production. An outlay of 
Rs.2.5 million was made to the Rangoon Electricity and Tramways Supply 
Company (see table 65). 


Table 65. Burma: expenditure on economic and social development 


(Million rupees) 


1949/50 1950/51 1951/52 
RE RE E 
Pennonnc development 12 oc... 2.2 cwindecawes sees 18.1 20.7 28.8 
PERCE SES a ae Ae Te no oka o oes wpe nents 20.7 35.0 56.2 
Of which 
PE ROPEINY Foran Ok Suae en aio Des a5 8c fecleces nis 172 26.0 44.3 
Peilechicatttiee cide. cole. oa te oats Joes te 3.4 9.0 10.9 
TOTAL CURRENT EXPENDITURE 38.8 55 85.0 
Investment ; 
Aa WASTE td leveh ee dee ee Bsea se os See ose det 31.9 a 8 
Rieerrictey sees. iddten dis pied ss oo <eelcss op 2c 1.6 Bel 78 
PE ed Bete tate deen Sa > pices cavern ke 40 22.7 257. 
ISS se eS ot oh ie Seis ake es ares rhe 16.9 27.9 68.5 
BI GUSNE SCHEMICS ono ares «Sars nic Oi aele o's ses Tn sie te a — — 35.0 
Pndustrial development... ..ccnris cos ccrsechss> 11.8 125 28.7 
BT ee EE ee OOS! EE AE eee 3.4 8.5 28.4 
ToTaL 69.6 74.3 187.0 
Loans and advances 
PEGE D ROAECS cate One. te arden sie <eercesnip srce.s Xe 14.9 21.1 18.5 
Raslvedy (beard iets ccm an eic've to eases 2 ogc cae — 25.0 40.0 
rics Wriities fos bea wale se ov ae xorinis.s' woe eictes —3.1 —2.3 —4,3 
amicipalities: sin -sa0s o'rrod Nate's welesss ois ob e.0 2.4 1.9 24 
Cultivators and credit societies ..........++++-- 12.0 11.6 ae’ 
OE ft ee 2 OI oO OE ae 22 13 
ToraL 26.5 59.5 75.0 
ToTAL CAPITAL OUTLAY 96.1 133, 262.0 


® Railways, electricity and civil supplies have been set up as separate boards; the 
capital outlays on these met from the budget appear as loans to the respective boards 
since the transfer. 


For the fiscal year 1951/52 the Government has outlined a heavy pro- 
gramme of capital outlay. Actual expenditures in Burma, however, are 
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generally lower than budgeted amounts. As the figures stand, the Govern- 
ment proposes to engage in a heavy construction programme ; substantial 
increases are budgeted for airport development, construction of new 
schools and hospitals, improvement of road communications and a sub- 
stantial housing programme. The capital outlay on industrial development 
has also been stepped up primarily due to the subscription to shares of the 
Burma Corporation (Rs.16.5 million) and the Burma Cement Company 
(Rs.4.2 million). A new steel re-rolling mill is also proposed to be set up 
at a total cost of Rs.13 million, of which the expenditure in the next year 
has been proposed at Rs.3 million. The increase under “other investment” 
is due to increased allocations on education, merchant marine, lighthouses, 
external affairs, medicine and currency. 


The projects under the Mutual Security Agency in Burma relate to the 
Rangoon port development, for which $US 1 million (Rs.4.75 million) 
are allocated, provision of training equipment for the Rehabilitation Corps, 
a large-scale cattle immunization programme and a project for agricultural 
research and development in the Shan States. 


In Ceylon revised estimates of expenditure are not available in the 
Budget document. The Colombo Plan gives the distribution of expen- 
diture in 1950/51 and 1951/52 as shown in table 66. 


Ceylon, in 1951, invited a mission from the International Bank for 
Reconstruction and Development to survey the possibilities of diversifying 
the country’s economy. The report of this mission is not yet published. 


At Gal Oya, it is reported that the main dam is almost completed and 
work on the irrigation channels has commenced. Rs.102 million were 
already spent on the scheme by the end of September 1951 and a further 
Rs.55.7 million were budgeted for 1951/52. The Gal Oya scheme is a 
multi-purpose project, primarily agricultural in character ; the hydro-electric 
power produced will be of secondary importance. The main increase would 
be in the production of rice, for which irrigation facilities are expected to 
be provided to 22,000 acres by the end of 1953. Other major irrigation 
schemes are planned to provide facilities for a further 22,000 acres. 


In transport and communications, the main feature of the 1951/52 
programme is extensive renewal of railway equipment. Roads and bridges 
are being repaired and extensive development has been planned for the 
port of Colombo. Preliminary work has already commenced on the estab- 
lishment of factories for steel rolling and for the production of textiles, 
caustic soda, vegetable oil, paper, bricks and tiles. Work has already pro- 


teas on the reorganization of ceramics, acetic acid, glass and leather 
actories. 


In addition, a new Rural Development scheme is being taken up with 
a view to utilizing the unused immobile labour in the rural sectors, particu- 
larly during periods of seasonal unemployment. 


The Government’s improved financial position has made it possible to 
finance the entire programme for 1950/51 out of its domestic resources. 
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In view of the fall in export prices and revenue from export trade, it is 
doubtful whether Ceylon can finance without assistance its expanded pro- 
gramme for 1951/52 (see table 66). 


Table 66. Ceylon: expenditure on economic and social development 


(Million rupees) 


1950/51 1951/52 

Agriculture? ...... aeck NEL 
Baodstitiks 2. ce. 0. - 
oka Grae Aart See Tl cee hoe ee oe ers 50.0 75.0 
Bpripation 5. .c..0% , 
REORTAN eo aa Ge. 
Burs pe POSEY PEOICEES Gee rae cae ec choc. fee vn oles hes van Shas 23.2 66.7 
Transport and communications 

Sy ATLAS (a gal tak PS IN Ar sec Se 20.0 20.0 

TREES Gp MN ge UR, Sia Ee ir ee ee lr A 29.0 33.0 

tartan ALD OTE, Geneon Str ee cone Meas is esste ck uoie Cae 10.0 31.0 

22 VE Se Sed RS ee <I ge eg ea — 1.0 

Piistsr ames perercneatrernicabiOns 3. a) pa seta a oso oa nS een 4.0 48 

Colombo crotey Bas! Service c. so. 2 fdr sieve sires 3.05 ws — 4.4 

JUSS [ad 3 eR en eel Re eres see ae ane 2.2 3.0 
Fuel and power 

THydro-electric. £...... =e Oe AE oA RR fg es A i ee re 15.9 10.5 
UALS ele ok ES Bi at Ss ee eee 8.0 52.6 
Social capital 

LENG DS Gg RR at rennet a, Ee 9.5 18.0 

rewire tt ater HOM GES 5 5 hs fsies mob see fools S eieraKes ole oie 20.0 27.0 

“CON RLIT AY ae RC SPS OPO Leer tn eee 9 Oe 25.0 30.0 

eaters risen af © atletelie rot haan sco es ewe eck os 9 2.8 
Ree res Ae hes eee EP che oe x hace Sine Sk cinte Hovsehe ate. 2 2.0 3.0 
pete FUR UCIOTERETE DY hin, Secale taal. Eola csc oiato cere oye, y o.osmatts 1.3 2.0 
SEGST PRCT E Se ee ee ate ing ey eo A iP 122 18.1 

ToraL 233.2 403.0 


a Fisheries are included in agriculture. Development of fisheries in 1951/52 will cost 
Rs.9.9 million. 


In India the expenditure on capital outlay of railways has increased 
during the year, though the allocation from the government budget de- 
creased. This is because the improved financial position of these enter- 
prises has made it possible to provide for increased allocations directly 
from their profits. The expenditures on industrial development are on 
the Sindri Fertilizer Factory, Government Housing Factory, Penicillin 
Factory, Sindhu Resettlement Corporation, Overseas Communication 
Service, Machine Tools Factory, Dry .Core Cable Factory, shipbuilding 
and telephone industries, purchase of shares of airways companies, iron 
foundries, housing company at Delhi and Shipping Corporation and grants 
for scientific research. 


The Sindri Fertilizer Factory is already in production and is contribu- 
ting to the drive for higher food yields. The Chittaranjan Locomotive 
Works is almost finished. The telephone equipment factory is already 
under construction at Bangalore, first stages in the construction of the 
machine tools factory and for the manufacture of dry core telephone 
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cables have been completed, and the penicillin factory is to start production — 
by the end of 1953. 


The increased expenditure on ports relates to the development of Visha- 
kapatanam and Kandla ports. The construction of the main harbour at 
Kandla was begun in January 1952 and is expected to be completed within 
three years. A rail link is being constructed with the existing lines and 
is expected to be completed by October 1952. The shipbuilding yard at 
Vishakapatanam is being given additional investments. 


The improvement resulting in the finances of the Government from the 
sale of American wheat has made possible increased allocation from the 
Special Development Fund to river valley schemes in 1951/52, in addition 
to the amounts indicated in table 67. Progress has been made on important 
power and irrigation schemes such as Nangal Barrage, the Bokaro Power 
Station and the Tungabhadra Irrigation Project which should be finished 
in 1953. 


The increased expenditure on civil works is for the expansion of 
national highways and roads, construction of houses for displaced persons, 
and buildings in connexion with development schemes and other works. 


Other investment schemes refer to forests, security, printing press, 
irrigation, agricultural research, broadcasting, currency, mint, develop- 
ment of capital at Delhi and the electricity and road transport schemes. 


Table 67. India: Central Government: expenditure on economic 
and social development 


(Million rupees) 


1950/51 1951/52 1952/53 
: A RE DE 
Current expenditure 
Economic development... «vyces' Week wes veawans 174.2 188.5 198.4 
Soria! get vices sasck lao Mc sus ataenenetorss 528 75.2 59.1 
Grants to state governments for current < 
EXPERCILUL Cis ee ates cite Marck cook hemo ences Mito 155.9 180.8 202.8 
TOTAL CURRENT EXPENDITURE 382.9 444.5 460.3 
Investment - 
RaUWAYS Ne Okt we occkicg Gee SOT e On ade eS ee coe 254.1 97 
Posts and" telestapns ky usb eee eee eee aera 70.7 TAS Pry 
Industrial development: 4 descests o cxtieece teen 89.0 89.1 101.0 
Chil @hiation’ ty A ioxc decane cloada sean dea 18.2 19.2 19.2 
Porte xen si. acs Stoiageiciter Adcae hagas 7.0 19.1 25.9 
Multi-purpose river schemes ........-.00+000. 25.0 SE 30.7 
Civil works: gross expenditure ............... 181.0 250.7 317.5 
Grants to state governments for development... 14.2 B5 j 
Otherhivy Sac ci vetnenk sug Mevecceaten eens eae 26.1 26.4 83.9 
Tota 685.3 693. 
Loans and advances (net) ee he 
osstate governments tru: aces wekiatckae ¢ Coen 533.8 
Other loans and“advances >. i,..¢..ccesescccthbs 42.5 ie ae 
ToraL 576.3 638.7 778.5 


TOTAL CAPITAL ouTLAY 1,261.6 1332.3 1,558.8 
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From the year 1951/52 grants given to the States for capital outlay have 
been abolished. The amount of loans given to the States decreased in 
1951/52; for 1952/53 an increased allocation has been made for irrigation 
and industrial housing projects. Loans and advances given to the various 
semi-private and private organizations increased. The Sindri Fertilizer 
Factory was given a loan of Rs.18.5 million in 1951/52 in addition to the 
capital expenditure met from the budget. From the next year no capital 
expenditure is budgeted but a loan of Rs.30 million will be given to the 
Company. Additional loans have also been given to the iron and steel 
companies for expanding their capacities. Other items of loans are to 
port trusts, local funds, displaced persons, cultivators, government ser- 
vants, etc. 


Pakistan has drastically stepped up its expenditure in 1951/52. The 
very substantial increase in grants to provinces is for the provincial 
schemes of social improvement and agricultural development and for the 
relief of tornado and famine affected areas in East Bengal. A lower figure 
has been budgeted for the next year, as the provinces are to receive a 
larger share of taxes collected by the Central Government. 


Table 68. Pakistan: expenditure on economic and social development 


(Million rupees) 


1950/51 1951/52 1952/53 
A RE DE 
Pep UCRRe: TOVEIODEMERE oii s Won sana vee oe i cars 22.4 38.0 ~ 40.3 
PENAL SERMICES co na/Fe a dna ded ab Selatan ssa tenes 1152 19.5 21.2 
Grant to provincial governments ................ 16.0 101.0 18.5 
ToTAL CURRENT EXPENDITURE 49.6 158.5 80.0 
Investments 
atl EU le Re, eee ait SEU ont Hesse eo Soeae Pine 33.7 143.4 169.4 
PPISts said LEIP AOS, Woe evi nos onions = odie wip v%e 0 8.2 13.6 23.3 
aoe TCHIEMFA -TESCALEHY - ye wrap pis ay oa oe P wiziene a's _ = 10.2 
Peers rile VEN pBIetse rs tainly oi Pie o'%:< w o:sin ew acon nd pal 64.4 102.6 
SS SURE SIMATIONE oO ea «on eau ta Vee xen a a piety 2.6 10.8 11.8 
“DSB ae Pe eh ere PR ee rer 30.9 31.8 56.1 
Outlay on. capital at Karachil. 222). ss 5 toes st 3.0 23.2 
ROE Oe ae ecw eas et AS diese a tithe peut io, ce 4 2 ae 16.0 30.3 
ToraL 83.7 283.0 426.9 


Loans and advances (net) 


To provincial and state governments ......... 108.1 93.4 42.8 
Other loans amd advances. <2 eens we ce rvs 0e aie 44 20.7 44.2 
TOTAL. °112,5 114.1 87.0 

TOTAL CAPITAL OUTLAY 196.2 397.1 513.9 


Very significant increases have also been made in 1951/52 in capital 
outlays on railways, industrial development, posts and telegraphs, civil 
aviation, etc. This increase in total capital outlay was the reverse of the 
reduction in expenditures incurred the previous year. This reversal was 
due to the great increase in Pakistan’s revenues in 1950/51, which stimu- 
lated additional investment. As for the progress achieved, the first stages 
of the Thal irrigation scheme and the Lower Sind Barrage have nearly 


be aed 
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been completed. The long-term development plan in the first stage of the 
construction of Chittagong port is also well under way and construction 
of seven new jetties has been taken up. The Government has undertaken 
investment in 1951/52 in jute, paper, cardboard and woollen and cotton 
textile mills. For the year 1952/53, investment is forecast in cement mills 
and heavy chemical industries. In the field of air transportation, orders 
have been placed for three Constellation aircraft to provide a faster air 
service between East and West Pakistan. Additional investments have 
been made for the rehabilitation of railway track and other equipment (see 
table 68). 


The Philippines is the only country where investment outlay declined in 
1950/51. The main declines were under the expenditures for the con- 
struction and maintenance of public works and the investments in connex- 
ion with the development programme. On the other hand, increased loans 
were granted by the Rehabilitation Finance Corporation. These totalled 
P.80.7 million during 1951. This is one and one-half times the amount’ 
granted in 1950 and approximately one-tenth lower than the amount of 
loans approved on the average in the three preceding years. Of this 
amount, P.13.7 million were agricultural loans and P.36.0 million indus- 
trial loans. The latter were P.3.8 million more than in 1950. These loans 
were extended to finance newly established industries among which are a 
steel factory, a jute sacking factory, an inner tube and battery factory, a 
pencil and chalk factory, and several others engaged in the manufacture of 
essential products. 


The British Territories in south and southeast Asia experienced labour 
shortage in 1951, primarily resulting from the increased returns offered by 
the rubber industry. While there are no financial difficulties, progress on 
economic development has been slow. 


The Federation of Malaya is in a state of emergency and development 
plans have necessarily been postponed to a future date. The most significant 
scheme in operation is for settling some 400,000 squatters, which would 
directly help towards ending the emergency. Already over 300,000 persons 
have been resettled at a cost of over $M 40 million and a further 
$M 20 million are expected to be spent in 1952. Other projects undertaken 
are a rural and industrial development authority, development of electricity 
and water supplies, education and irrigation. 


In North Borneo the biggest items of expenditure in 1951 were hous- 
ing and rehabilitation of the railway. The latter is making good progress. 
Expenditure was also incurred on drainage and irrigation schemes to 
assist agriculture, fisheries and forestry. Improvements were made in 


roads, airfields and telecommunications. The progress on schools has been 
handicapped by the lack of trained teachers. 


In Sarawak the main progress has been in road reconstruction and tele- 
communications. The Kuching’ airport has been completed. The agricul- 
tural schemes relate to training schools, rice production, development. of 
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farm mechanization and centralized processing factories for rubber, Addi- 
tional expenditure on education and medicine is forecast for the next year. 


In Singapore a considerable amount of new building has taken place. 
But the progress has been less rapid due to an insufficient supply of skilled 
and semi-skilled building labour. Public investment in housing is carried 
out by the Singapore Improvement Trust and in schools, hospitals, water 
supplies, sewerage development and other projects, by the public works 
department and the city council. 


In Thailand the main development projects are the rehabilitation and 
improvement of railways, the Chainat irrigation project and port develop- 
ment at Bangkok. The railway workshops at Makkasan are being re- 
equipped to provide for the maintenance of locomotives and rolling stock, 
and mechanical signal equipment and spare parts are being purchased. A 
separate railway board was established in May 1951 and is to be respon- 
sible for the operation and development of the railway system. The 
Chainat irrigation project will provide an assured water supply to a rice- 
producing area of 214 million acres in the central plains. The project, 
expected to take eight years, includes the Barrage, with housing for the 
_ future installation of power generating equipment, to partially retain 
water from the seasonal flow of the Chao Phya River. The project should 
give the area two rice crops a year instead of one, a benefit carrying a 
potential annual increase of $US 50 million a year in Thailand’s foreign 
exchange earnings. To permit larger vessels to enter the port of Bangkok, 
a channel will be dredged through the sandbar at the mouth of the Chao 
Phya River. In addition to the above, the installation of new generators in 
1951 has reduced the electricity blackouts in many parts of the city of 
Bangkok. 


The Government of the State of Vietnam has drawn up a six-year 
development plan, but due to the prevailing internal disturbances, the main 
part of the resources of the Government has gone into emergency measures 
of relief and rehabilitation instead of into basic development. The six-year 
plan is estimated to cost 11,460 million piastres as below: 


Piastres 

(million) 
Poe Eee ee Rawat nc oo Be Re Ciaie gia © 6 » 1,762.6 
Transport and communications .......... 6,686.6 
HRCUNAG) BOWEL ico iles emes tos pelt ea aeis 562.7 
EAGLE ort ei iat ooo oss Ne oes wiete ie 9 1,092.6 
Public health and social services ........ 1,356.4 


TotaL 11,460.9 


Budgetary contributions and domestic borrowings by the Government 
could contribute only a very small portion of this so long as disorders 
continue, making it impossible to divert part of the defence expenditure to , 
economic development; the balance will have to be met through external 
aid. 
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FISCAL POLICIES AND MAJOR SOURCES OF REVENUE 


The post-war period was characterized by inflation and by a scarcity ¢ 
of available foreign exchange, except in Burma and Thailand. In its early 
stages economic development required a considerable expenditure abroad ; : 
the fiscal policies of the governments in the post-war period have aimed 
at conserving foreign exchange while counteracting inflation. 


While the two policies operate in opposite directions in the short run, 
the governments have tried to seek a compromise. 


Large amounts of foreign exchange have been spent on the prime 
necessities of life, for instance, on the import of food items in India and 
Ceylon. Other consumer goods have been permitted, but on a reduced 
scale, by the operation of import and exchange controls. These controls 
have been tightened or relaxed with the deterioration or improvement in 
the foreign exchange situation. Finally, very heavy duties have been 
placed on liquor, tobacco and luxury items. In India, for instance, in the 
1951/52 budget a 50 per cent increase was added to the existing surcharge 
of 100 per cent on imported liquor. 


While the governments have made increasing and successful efforts to 
obtain foreign exchange through external grants and loans, and employed 
various devices, including devaluation of their currencies, trade agree- 
ments, etc., to stimulate their exports, the results have been dependent 
largely on factors outside their control. In 1950 and 1951 the sudden 
increase in the demand for these exports for the rearmament and stock- 
piling programmes of the United States and western European nations 
reduced for the first time the pressure on foreign exchange resources. 
The problem of inflation, however, not only continued but was enhanced 
in these two years. Counteracting inflation has been, therefore, a major 


item in the fiscal policies of the countries of the region in the year under 
review. 


Details of the revenue sources of seventeen countries of the region are 
reproduced as appendix table XI.3. 


Taxation of external trade and payments 


The most significant feature of counter-inflationary policy in its fiscal 
aspect has been the taxes on exports levied in North Borneo, Burma, 
Ceylon, India, Indonesia, Malaya, Pakistan and Thailand. 


The sharpest rise in the volume and prices of exports was realized in 
rubber, This led to significant increases in the revenue realized from 
the export duties on rubber in Malaya, North Borneo, Ceylon, Indonesia 
and Thailand. In Malaya the increased duty on rubber was effective 
from 1 January 1951. The rise in the revenue was beyond the most opti- 

°*The Malayan export duties are less o 


to the extent that they reduce the profits 
would normally be transferred abroad. 


perative as a counter-inflationary measure 
of British rubber and tin companies which 
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mistic expectations at the budget time. The revenue under this head was 
budgeted at $M 82 million. The actual realizations increased to $M 220 
million. In North Borneo the export duty on rubber was increased to 10 


' per cent ad valorem. The revenue realized was $M 4.2 million as against 


the $M 2.2 million budgeted. In Ceylon the export duty on rubber of 15 
cents per pound was increased to 50 cents per pound in March 1951. The 
revenue realized in Ceylon was Rs.61.3 million instead of Rs.30 million 
as budgeted. Statistics are not available for Indonesia. In Thailand a 
revenue of 66.5 million baht was expected in the year 1951. Revised esti- 
mates for 1951 are not available, but the estimate for 1952, which would 
be governed by the realizations in 1951, has been placed at 136 million 
baht. 


The prices of tin did not rise to the same extent as rubber. The increase 
in the revenue from the export duties on tin in Malaya was, therefore, only 


$M 23 million above the $M 52 million realized in 1950. 


There was also a strong demand for other exports of the region and the 
governments realized higher revenues both from increased volume of trade 
and increased rates of duties. In early 1951, Ceylon increased the duties 
on tea, copra and coconut oil and levied new duties on pepper, cardamom 
and citronella oil. In India the export duties on burlap, raw cotton and 
jute sacking were already increased and new duties were levied on cotton 
waste and wool in 1950/51. In 1951/52 the export of coarse and medium 
cloth became subject to duty, first at 10 per cent and then at 25 per cent. 
The duty on groundnut kernels was levied first at Rs.80 per ton and 
subsequently increased to Rs.150 per ton. Higher export duties were. 
imposed on black pepper and cotton waste; the duty on jute sacking was 
raised from Rs.150 to Rs.350 per ton. Subsequently new duties were 
levied on the exports of oilseeds and vegetable oils. The Government as a 
result realized an increase of more than Rs.400 million during the year. 


The export tariff in Pakistan is restricted to raw cotton, raw jute, raw 
wool, raw hides and skins, tea and a few other items. During 1951/52 
the export duty on jute was increased from Rs.20 to Rs.35 per bale on 
long jute and from Rs.6 to Rs.10 per bale on cuttings with effect from 
1 November 1951. On the other hand, the export duty on cotton was 
reduced from Rs.300 per bale to Rs.100 per bale for local varieties of 
cotton and Rs.180 per bale for other varieties. The total revenue from 
customs in Pakistan does not show a very sizable increase over the previ- 
ous year. This is because of the reduction in the export duties on cotton. 
The most significant increase in Pakistan’s revenue from customs took 
place in 1950/51 when the export duty on cotton was increased from Rs.60 
to Rs.100 per bale in October 1950 and further to Rs.300 per bale in 
November 1950. In addition a 25 per cent ad valorem duty was levied on 
exports of raw wool from December 1950. 


The export duties in Burma are primarily on rice. In the year 1950/51 
an approximate revenue of Rs.10 million was realized from this source. 
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In Thailand, in addition to the export duties on rubber, duties are levied 
on rice, fish, teak, etc. In 1951 the budget had provided for a revenue of 
67.6 million baht and in 1952 of 74.3 million baht from the export duties 
on rice. In addition to using these export duties, these two countries have 
sought to achieve counter-inflation by keeping the home prices of exports 
depressed below international prices by means of government export 
monopolies. Burma and Thailand export rice on this basis; Burma also 
exports timber. The demand for rice has continued strong, although the 
increase in the volume and prices has not been as sharp as in the raw 
material exports of the region. The revenue from these export monopolies 
is derived in the form of high profits of the State Agricultural Marketing 
Board and the State Timber Board in Burma and the Rice Bureau in 
Thailand. The rehabilitation contribution made by the Boards in Burma 
in 1950/51 was Rs.154.6 million which was an increase of Rs.23.5 million 
over the previous year. In addition their balances with the Union Bank of 
Burma went up by Rs.127 million during the calendar year 1951. In 
Thailand the contribution of the profits of the Rice Bureau in 1951 was 
expected to be of the order of 260 million baht, an increase of 120 million 
baht over 1950. 


Partly as a result of the increased rates, but partly due to the increased 
value of imports made possible by the improvement in the foreign ex- 
change situation resulting from the striking increase in the demand for the 
exports of the region, the revenue from import duties in the fiscal years 
through 1951 also increased in North Borneo, Burma, Ceylon, India, Indo- 
nesia, Malaya, the Philippines and China (Taiwan), that is, all the coun- 
tries for which the revised estimates are available. 


In the Philippines the revenue from import duties plays a very small 
part (about 5 per cent) in the total revenue. From 28 March 1951 the 
Government imposed a 17 per cent excise tax on foreign exchange trans- 
actions which was to remain in force for two years. With the 1952/53 
budget the time limit of the tax was sought to be extended to 30 June 
1954. The tax is designed to retard the demand for imports other than 
necessities and development goods. The tax, therefore, exempts imports 
of industrial and agricultural machinery, raw materials to be used by “new 
and necessary” industries, foods, medical goods, newsprint, textbooks, 
paper, etc. The realizations under this special tax were running at a rate 
of more than P.10 million for the last three months of the fiscal year 
1950/51. If this rate continued, the tax was likely to be a very significant 
source in the revenues of the Philippines for 1951/52. : 


Indonesia also reaped very heavy revenues from import and export 
duties. During the nine months from January to September 1951, the 
receipts from import duties were 1,021.8 million rupiahs, and from export 
duties were 1,010.5 million rupiahs, against the budget anticipations of 
485 and 438 million rupiahs respectively for the whole yegr. In addition, 
Indonesia had in operation a foreign exchange certificates system whereby 
the Government had fixed an official exchange rate but was charging dif- 
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ferent rates for the foreign exchange required to pay for imports from 
those it paid for the foreign exchange acquired from the exporters. This 
exchange certificates system had resulted in a sizable income for the 
Government. The actual realizations in 1951 are not known, but the 
Government had budgeted a receipt of 2,600 million rupiahs from this 
source. 


Despite the general policy of restricting imports to conserve foreign 
exchange, five governments of the region—Burma, Ceylon, India, Indo- 
nesia and Pakistan—had already become contracting parties to the General 
Agreement on Tariffs and Trade (GATT) in an attempt to liberalize 
trade. South Korea and the Philippines had participated in the tariff 
negotiations at Torquay and were expected to accede to the Agreement 
by May 1952. Bilateral agreements have also been entered into by a 
number of countries of the region. As a result, rates of duties have been 
reduced on several items, certain daties have been guaranteed against an 
increase in rates, and margins of preference have been bound on a re- 
ciprocal basis by the contracting parties. 


The prosperity of the region’s raw material export trade has been 
short-lived. The demand declined and the prices of rubber, tin, fats, oils, 
jute, etc., fell. In 1952, therefore, the countries of the region are faced 
simultaneously with the problems of falling revenues and the need to 
reduce the taxation on exports to improve their position in a contracting 
world market. 


The Malayan export duty on rubber already had a high degree of 
flexibility. Ceylon announced sliding scales of duties to replace the specific 
duties on tea, rubber, copra and coconut oil. The sliding scales of duties on 
rubber became effective from 9 September 1951, on tea from 1 October 
1951, and on coconut products from 10 December 1951. In India the 
export duty on burlap was reduced from Rs.1,500 per ton to Rs.750 per 
ton from 18 February 1952, and further to Rs.275 per ton from 7 May 
1952. At the latter date the duties on jute sacking were also reduced from 
Rs.350 to Rs.175 per ton. In March 1952 the prices of Indian exports— 
burlap, sacking, shellac, carpet wool—had fallen so much that they were 
selling below the prices before the Korean war. Export duties were lifted 
on raw wool and groundnut oils, and the export duty on cotton was cut 
by half. Pakistan also reduced the export duty on tea by 25 per cent. 


In Indonesia, under the system of foreign exchange certificates, ex- 
porters were receiving 7.60 rupiahs when the rise in internal prices had 
brought the effective rate up to 11.40 rupiahs to the dollar. This, in effect, 
was a tax on exports at the rate of 33 1/3 per cent. To this had to be added 
the ordinary export duties of about 8 per cent. Thus the system of foreign 
exchange certificates meant a taxation of above 40 per cent on the exports 
of Indonesia. Apart from its high level, the tax did not discriminate in 
its burden on different exports. The system was, therefore, abolished as 
from 4 February 1952. The official rate of exchange was fixed at 11.40 
rupiahs to the dollar. To compensate for the loss suffered by the Govern- 
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ment as a consequence of the abolition of foreign exchange certificates, — 
additional export duties of 25 per cent were levied on a number of 
“strong” export products (rubber and copra) and of 15 per cent on 
“medium strong” products (wool, tin and tin ore, petroleum, palm oil and 
palm kernels, coffee and pepper). All other export goods were exempted 
from additional export duties. 


In addition to the increase in the export duties, the Government sought 
to find another compensation by allowing the import of “luxury and semi- 
luxury” goods against import certificates at 7.60 rupiahs to the dollar. 


To reduce further the burden on exporters to dollar areas and make it 
more difficult for importers from such areas—specified as the United 
States, Canada and Japan—exporters were to receive “dollar export certifi- 
cates” of 70 per cent of the foreign exchange earned. These certificates 
had to be submitted by importers from dollar areas for the full amount 
of their foreign exchange permits. The certificates in the first three months 
of the operation of the new system were selling between 1.00 and 1.50 
rupiahs per dollar. Effective 12 May 1952, the price was fixed by the 
Government at 1.20 rupiahs per dollar. 


In Japan the import tariff was thoroughly revised in May 1951. The 
existing tariff system in operation since 1926 had specific rates for 65 
per cent of the dutiable articles. Due to depreciation of the yen, these 
specific duties had become meaningless after 1945. In the new system all 
duties have been placed ad valorem. Of the 928 articles specified in the 
text of the law, 171 are classified as free. The rest (with a modal rate of 
15 per cent) are classified by twelve rate brackets from 5 per cent to a 
maximum of 50 per cent, except for tobacco, for which the rate is 355 
per cent. The low maximum rate, in place of 100 per cent taxes on 242 
“luxury” articles in the previous list, was planned partially with a view 
to facilitating Japan’s adherence to the General Agreement on Tariffs and 
Trade. Imports of raw materials such as raw cotton, wool, hides and 
skins, phosphate rock, coal, etc., are duty-free; the rates on semi-manu- 
factured yarns and twines and leather vary between 5 and 15 per cent; 
the rates on manufactured fabrics are between 10 and 20 per cent. Of the 
finished products, necessaries are placed in low-duty brackets, while lux- 
uries are taxed highly. Thus dentifrices and laundry soap are to be taxed 
at 20 per cent of value, toilet soap at 30 per cent and perfumeries at 
50 per cent. The tariff rates seek to protect local industries. An exception 
to this principle has been made in the case of staple foods which remain 
on the free list as an anti-inflationary device, despite the recognition of 
protection, in principle, for Japanese agriculture. 


With the fall in the demand for exports resulting in a decrease in 
foreign exchange earnings, and with the increased tempo of the govern- 
ment development programmes and continuing needs for imports of food 
and other essential items, governments may be taking the lion’s share of 
the available foreign exchange resources in 1952. Of the balance available 
to the public, concessions have been given for imports necessary to eco- 


_ homic development. As a result, the total value of imports at landed cost 
on which duties could be levied would be drastically reduced. Of these, 
only the duties on liquor have been increased in Pakistan (50 per cent) 
and Malaya, while Ceylon has sought to give some relief to the consumers. 


The net result of the major declines in the volume and value of exports 
and imports of the region, the decrease in the rates of export taxes, and 
of the relatively minor changes in import duties will probably be a decline 
in the revenues from customs in North Borneo, Malaya, Ceylon, India, 
Indonesia and Pakistan. Ceylon, however, has budgeted for an increase, in 
its revenue. It expects to realize in 1951/52 an increase of Rs.10 million 
from the export duty on tea, and Rs.57.3 million (more than 90 per cent 
of the revenue in 1950/51) from the duty on rubber. 


The rise in the demand for rice has been strong and steady; the prices 
are rising. As a result, the revenues from the Marketing Boards of Burma 
and of the Rice Bureau in Thailand are expected to show a rise. Burma 
now requires the State Agricultural Marketing Board and the State 
Timber Board to pay during the fiscal year 1951/52 income and super 
taxes up to 50 per cent of their profits. Consequently the revenue from 
income taxes in Burma will rise from Rs.45.1 million in 1950/51 to 
Rs.197.5 million in 1951/52. There has been a corresponding decline in 
the rehabilitation contribution from these Boards from Rs.154.6 million 
in 1950/51 to Rs.50.0 million in 1951/52. The profits of the Rice Bureau 
of Thailand are expected to increase from 260 million baht (1951 budget) 
to 322 million baht (1952 budget). 


Transactions and consumption taxes 


Revenue from these taxes has increased as a result of the inflationary 
conditions prevalent in practically all the countries of the region. To cut 
down consumer spending and to obtain for revenue a part of the money 
spent, heavier duties have been levied particularly on tobacco, liquor, 

_ gasoline and luxury items. Devices such as sales taxes have been employed. 
Necessities have generally been made exempt from the sales taxes while 
increased rates have been prescribed for non-essential imports or domestic 
products. 


New or additional taxes were levied in the course of the year in India 
and the Philippines. India levied a 5 per cent surcharge on the excise on 
gasoline. In addition to gasoline, central excises cover cotton cloth, sugar, 
matches, tobacco and tires and tubes. Liquor and narcotic drugs excises 
and entertainment and sales taxes fall within the field of the states gov- 
ernments and therefore the incidence of these taxes is not reflected in 
the Central Government’s budgets. The Central’ Government, however, 
levied a sales tax in the centrally administered province of Delhi in 
1951/52. From 1952/53 Delhi and many other centrally administered 
areas are to have state autonomy. Their budgets will be separated from 
the Central Budget and will be presented to their newly elected legislatures. 


arth 
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The Philippine Government had increased, with effect from 22 Sep- 
tember 1950, specific taxes on distilled spirits, wines, cigars and cigarettes, 
firecrackers and fermented liquors. Further tax increases took effect from 
16 February 1951. The time limit of these taxes is expected to be extended 
to 30 June 1954. The revenue from excise taxes in the Philippines was 
likely to increase by approximately P.27 million in the fiscal year 1950/51. 


During the year three countries (Burma, Indonesia and Pakistan) 
considered the rationalization of their sales tax systems. The trend of 
reform was from a multiple stage system, whereby a lower percentage of 
tax was levied at every stage of transactions in the passage of the taxed 
commodity from the importer or domestic producer to the final consumer, 
to a single point tax system which imposed a higher rate of tax only once, 
and at the production or import stage where it was felt the tax could be 
collected without much inconvenience or evasion. 


In Burma the “Commercial Taxes” Inquiry Committee disapproved 
the existing 614 per cent rate on every turnover, and recommended a 
single point sales tax of 25 per cent; this was under consideration by 
the Government. 


In Indonesia the Government replaced the turnover tax of 21/4 per cent, 
which was introduced at the beginning of 1951, by a new sales tax of 
5 per cent effective from 1 October 1951. The tax was restricted to a 
majority of import goods and only a few products of domestic manu- 
facture. Basic foodstuffs, medicines, and certain raw materials have been 
made exempt from the tax. A higher duty of 10 per cent is to be levied 
on luxuries, including watches, refrigerators, de luxe automobiles, pianos, 
and cosmetics. Gasoline is subject to specific duties which have been 
increased from 20 cents per litre to 50 cents. The new sales tax was 
expected to replace the revenue of 400 million rupiahs from the repealed 
turnover tax. 


The sales tax in Pakistan, after 1 July 1951, became a single-point tax 
payable on imports by the importer, on manufactured goods by the manu- 
facturer, on goods sold by licensed wholesalers payable by the wholesaler 
and by the exporter at the export stage in the case of certain specific goods 
(at that time, hides and skins, fish, poultry and poultry products). It 
replaces a multiple-point tax which was operative before that date. The 
standard rate is 10 per cent. Reduced rates have been prescribed for a 
number of articles and exemption has been granted for the necessaries of 
life. Products of cottage industries (up to a turnover of Rs.25,000) and 
small-scale industries (up to a turnover of Rs.15,000) have also been 
exempted. The limits of these exemptions for both types have been raised 
to Rs.36,000 in the 1952/53 budget. Additional exemption given in the 
budget covered electroplated silverware, metal utensils, products of iron 
foundries, and steam and hammer works, imports of chemical fertilizers, 
bricks, newsprint, exports of hides and skins and several other manufac- 
tured products, and indigenous and imported drugs and medicines. The 
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rates increased from 1214 per cent to 20 per cent on luxury articles. The 
Government of Pakistan collected very substantial increases in revenue 
in 1951/52, as the tax was collected on the goods in stock with traders on 
1 July 1951 as well as from new imports which were taxed at the import 
stage. With the gradual clearance of old stocks, collections were expected 


to be less in the next financial year as the tax would be levied only on new 
imports and new production. 


Taxation of incomes 


The revenue from corporation taxes, income taxes and estate duties 
also increased in the countries of the region, except Burma and India. 
In Burma, income tax is not levied on income derived from agricultural 
products, and the export trade in rice is restricted to the Government. The 
great prosperity in the rice trade was therefore not reflected in an increase 
in revenue from income and corporate taxes. From the 1951/52 financial 
year the State Marketing Boards will be paying income and super taxes; 
and there is also to be a relaxation of the rice export monopoly, as one- 
third of all rice will be sold on a private basis. Preference will be given 
to co-operatives and joint stock companies over partnerships and individual 
firms. These factors would tend to increase greatly the revenue from 
income taxes in that year. 


In the year under review increased rates were operative in India and 
the Philippines. India levied a 5 per cent surcharge on income and super 
taxes on personal incomes exceeding Rs.7,200 (Rs.14,400 for the Hindu 
undivided families). The corporation tax was raised from 214 annas 
(15.625 per cent) to 234 annas (17.1875 per cent) in the rupee; the 
rebate of the super-tax to life insurance companies in respect of profits 
accruing to shareholders was reduced from 2 annas to 114 annas (9.375 
per cent) in the rupee. 


In the Philippines the corporate income tax rate, which had been in- 
creased from 12 to 16 per cent, was further increased to 20 per cent for 
income not exceeding P.100,000 and 28 per cent for that exceeding 
P.100,000 for the period 1 July 1951 to the end of 1953. The time limit is 
expected to be extended to the end of June 1954, after which the rate is to 
be reduced. Individual income tax rates have also been increased and the 
increased rates were to apply to income received during 1950 to the year 
before the expiry of the new legislation. These tax measures resulted in 
an increase of P.37.6 million in revenue from this source in the fiscal year 


1950/51. 


While there are indications of declining profits in the fiscal years 
through 1952, Ceylon and Indonesia have sought to tap the high profits 
earned by their export industries. In Ceylon there have been increases in 
the bracket rates of taxation on personal incomes. The taxation of com- 
panies has been increased to 12 per cent and the profits tax has been raised 
from 20 to 25 per cent. Apart from increases in tax rates, the Ceylon 
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budget has been framed on an expectation of increased profits during the ; 
year. This has resulted in an increase in the revenue estimate from taxes 
on income and wealth by Rs.77.7 million or by more than 50 per cent 
above the revised estimates for 1950/51. 


In Indonesia, effective 1 January 1952, the flat rate income tax of 40 
per cent on joint stock companies was replaced by the following graduated 
tax rates. 


Net profits less than: 500,000 rupiahs, 40 per cent; 1.5 million rupiahs, 
4214 per cent; 2 million rupiahs, 45 per cent; 2.5 million rupiahs, 471 
per cent. 


Net profits over: 2.5 million rupiahs, 5214 per cent. 
The increase in revenue was expected to be 1,000 million rupiahs. 


Continued efforts are being made to expand the scope and improve the 
collection of these taxes. 


The newly introduced income taxes in Hong Kong, Malaya, Singapore, 
North Borneo, Brunei and Sarawak have been yielding increased revenues 
as a joint result of improved trade conditions and expansion of the 
machinery of tax collection. 


In India and Pakistan there was a special drive for the clearance of 
arrears. India also worked out a scheme for the voluntary disclosure of 
hidden incomes. Both as a result of increased tax rates and improvement 
in the collection of arrears and current income and corporate taxes, the 
revenues from these taxes increased in India and Pakistan. In India, 
however, these increases in personal income taxes and corporation taxes 
were offset by the more than compensatory fall in the arrear payments of 
excess profits tax and business profits tax which are no longer in force. 
The clearance of a majority of the arrear cases during 1951/52 would 
leave very little income from this source in the next financial year in 
India. Due to this factor and the fall in the profits of certain industries, 
particularly jute mills, India is expecting a significant fall of Rs.181.4 
million in its revenue from taxes on income. 


Pakistan has made certain reductions in income taxation to encourage 
investment and to give relief to lower income groups. These tax conces- 
sions are expected to reduce the revenues by Rs.5.8 million. A further 
reduction of Rs.25.5 million has been budgeted due to the transfer to 


provincial governments of their share of income tax with effect from 
the financial year 1952/53. 


In the Philippines, withholding of taxes on salaries and wages at the 
source was enforced from 1951. This was also an important factor in the 
increase in its revenue from income taxes. 


Thailand levied income tax originally on a very low income of 1,200 
baht per annum. In order to secure more effective enforcement the taxable 
limit was raised to 4,800 baht per annum. The budget estimates for 
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revenue in Thailand are under-estimates; the realizations for the year 
1951 were expected to be higher than in the previous year, 


Tax policies to stimulate economic development 


In revising the tax structures the countries of the region have taken 
particular care to give incentives to economic development and to attract 
foreign capital. In India the concessions relate chiefly to higher rates 
of depreciation of new plant and machinery, income tax exemptions on 
profits of new industries for the first five years up to 6 per cent of 
their invested capital, and concessions in import duties and excise taxes 
on industrial machinery and raw materials. 


To encourage industrial development in the country, Pakistan had 
reduced the import duty on capital goods from 10 to 5 per cent in 1949. 
From 1952/53 these duties have been abolished. Besides finished capital 
goods, certain basic requirements of industry are also to be imported 
free of duty. These comprise cement, iron and steel ingots, blooms, 
billets, slabs, electrical steel sheets and fire bricks. Partial reductions of 
duties on iron and steel sheets and plates are also proposed with the same 
objective. 

In addition to the concessions in import duties, capital goods were 
exempted from sales tax in 1950/51. Various other incentives to invest- 
ment have been provided in the 1952/53 budget. The sales tax exempts 
the products of cottage and small-scale industries up to a limit of Rs. 
36,000. The tax on business profits exempts industrial undertakings set up 
in Pakistan after 14 August 1947. Subject to one-tenth of the total, the 
irlcome invested in companies formed for the purpose of engaging in 
industrial undertakings has been made exempt from income tax. As in 
India, expenditure for training abroad has been made allowable as an 
expense of industrial or commercial undertakirigs before the assessment 
of profits for taxation. These concessions are in addition to the special 
depreciation allowances and to a loss carry-forward for six years. 


Ceylon also grants special depreciation allowances. The Philippines has 
exempted from the foreign exchange tax “new and necessary” industries 
which were defined as follows: 

(a) Those which are conducive to the establishment of a stable national 
economy, taking into account the number of such similar enterprises 
already in existence and their collective productive capacity relative to the: 
size of the domestic and/or export demand for their products ; 

(b) Those for which imported raw materials do not represent more 
than 50 per cent of the gross value of the manufactured products; and 

(c) Those which operate on a commercial scale in conformity with 
up-to-date practices. Data of project studies or profit and loss statements 
of such industries must indicate that at the expiration of the tax exemp- 
tion period the industry will be able to survive, notwithstanding payment 
of taxes due to the Government. 
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These industries are also exempt from income taxes during the first 
four years. 


Japan has also adopted measures to promote the investment of foreign 
capital in the country and the import of foreign technical skills. Special 
exemptions have been granted from income taxes to foreigners in respect 
to incomes from securities purchased with foreign currencies and on 
foreign currency income remitted to resident aliens. Additional exemp- 
tions were granted during the year to foreign employees in several mining 
and manufacturing enterprises, technicians engaged principally in electric 
light and power generation, banking and insurance, aircraft, transportation 
and economic and technical consultants. The law added these categories 
to teachers of the high school level and above, and to foreign missionaries 
exempted by the Special Taxation Measures Law of 1950. 


Measures for the relief of lower income groups 


In addition to subsidies on food, etc., various fiscal measures aimed 
at reducing the pressure of inflation on the lower income groups have 
been taken in the tax structures of the countries of the region. These in- 
clude the exemption of necessities from import duties and excise and 
sales taxes in all the countries of the region. In addition to these, reduc- 
tions in income taxation were made in Ceylon and in Pakistan. In its 
1951/52 budget, Ceylon did not decrease the rates of taxation but gave 
relief by way of an increase in allowances for dependents. The amount 
of personal exemptions allowable to individuals was also increased in the 
Philippines. In Pakistan the tax exemption limit has been raised to 
Rs.3,600 from Rs.3,000. The rate of income tax on the bracket from 
Rs.5,000 to Rs.10,000 has been reduced from 134 annas in the rupee 
(10.9375 per cent) to 114 annas (9.375 per cent), and on the next slab 
of Rs.5,000 from 314 annas (21.875 per cent) to 3 annas (18.75 per cent). 
The exemptions given on the turnover of the cottage and small scale 
industries from the sales tax are also designed to benefit the lower income 
groups. 


Land taxes 


In this survey, the taxes levied on the cultivation of land in Burma 
India, Indonesia and Pakistan have been treated as direct taxes. The 
peculiar conditions of cultivation in these countries prevent much shifting 
of the land tax to consumers of agricultural products through a rise in 
prices.® It is possible to shift some of the taxes backwards from the 
tenants to the landlords, but they are primarily deductions from cul- 
tivators’ incomes. 


In India and Pakistan land taxes form an important source of revenue 


*These conditions include: (1) the prev i i 

: prevalence of subsistence agriculture not in- 
volving sale to the market; (2) the extreme slowness of regret or from sari 
culture in response to changes in agricultural real income; and (3) the importance of 


traditional agricultural routines determining output regardless of cost. 
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obtained by the provincial and states governments from direct taxes other 
than their shares of income tax revenue transferred from the Central 
Governments, The decrease in the revenue of the Central Government of 
India in 1952/53 is due to the granting of political and financial autonomy 
to the several areas previously under central administration. 


With the rise in the general price level and particularly in the prices of 
agricultural products, the “burden” of land taxes had tended to decline 
in the post-war years. The revenue from land taxes has been inflexible, 
and their share in the total revenue has declined considerably. Taking the 
combined revenues of the Central and provincial governments of India 
and Pakistan, for instance, the share of land taxes (which accounted for 
12.7 per cent of the combined revenues of the provinces and the Central 
Government of India in 1938/39) is reduced to about 5.4 per cent of 
the combined revenues of the provincial and state governments and the 
Central Governments in 1949/50. 


Due to the loss in revenue from policies of prohibition, and the inflex- 
ibility of the revenue from land taxes, the state governments in India and 
Pakistan have experienced financial stringencies. To find a way out of 
these difficulties several governments have levied taxes on large incomes 
derived from agriculture. The coverage of sales taxes, property taxes, 
agricultural income taxes, etc., is being extended, and larger shares from 
the Central Governments’ revenue from income taxes and export duties 
have been requested. 


In Burma, collections of land revenue have been hampered due to in- 
ternal disturbances. In February 1951 the Government wrote off all the 
outstanding land revenue and loans issued to agriculturists for land 
improvement and to co-operative societies for all the post-war years up to 
1948/49. The amount of this write-off was expected to be of the order 
of Rs.75 million. While this major concession has been given, increased 
revenue is being collected currently with the improvement in the internal 
situation. 


The export duties of Ceylon are primarily on agricultural produce such 
as tea, rubber and coconut products, and are substitutes for a land tax 
which cannot be administered for lack of a comprehensive cadastral survey. 


BORROWINGS AND OTHER FINANCIAL TRANSACTIONS 


A complete statement of the borrowing and fund transactions is avail- 
able for only three countries of the region (Burma, India and Pakistan). 
For these countries appendix tables XI.4, XI.5 and XI.6 indicate the 
magnitudes of the net changes in their debts and deposits. (Negative 
signs indicate net payments, and positive signs net receipts. The resultant 
falls in cash balances are indicated by negative signs, and increases by 
positive signs.) 

The borrowings of the Government of the Union of Burma are small in 
magnitude. The only significant element in deposit transactions is the great 
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increase since 1948/49 in “other deposits”. These are mostly deposits of f 
the various marketing boards, development boards, ete. These deposits — 
represent partially accumulations of unspent appropriations from the 
budget, and partially profits in addition to the contributions to the revenues. 


In India, domestic long- and medium-term borrowing in 1951/52 has 
not fulfilled the Government’s anticipations. The budget for the year has 
provided for new loans of Rs.1,000 million at home and of Rs.48.4 million 
from the International Bank. The Government succeeded only in borrow- 
ing Rs.503.6 million on the market. The amount drawn from the Inter- 
national Bank loan was Rs.32.4 million. In addition Rs.900 million were 
obtained from the United States for the purchase of two million tons of 
food grains. As against this, there was a repayment of Rs.882.6 million 
primarily from the repayment of the 3 per cent 1951-54 loan raised in 
India, and of Rs.33.6 million of foreign debt. Thus the Government of 
India had a net repayment of Rs.379.0 million of domestic debt. The net 
payments of Rs.321.8 million under “other deposits” are due primarily 
to the repayment of excess profits tax and income tax deposits. For 
1952/53, anticipated borrowing on the market has been reduced to Rs.250 
million. Additional contributions from dollar loans are expected at Rs. 
140.6 million. As against this, a repayment of Rs.14.5 million of internal 
debt and Rs.48.5 million of foreign debt is expected. Thus the net receipt 
from long- and medium-term borrowing is placed at Rs.327.6 million. 


Despite the favourable turn in the revenue, the assistance received from 
the United States, and the consistently favourable progress of small sav- 
ings, the Government of India’s cash balances show a decrease of Rs.37 
million in 1951/52. The fall is expected to be greater next year when 
revenue and external assistance would decline, and when there may be 
increased expenditures from both the budget and from the counterpart 
funds. 


The increase in the floating debt in 1951/52 in Pakistan consists of 
Rs.316 million for the subscription in notes to the International Monetary 
Fund and the International Bank and Rs.42.8 million increase in out- 
standing Treasury Bills. No new internal loans were floated during the 
year. In 1952/53 a loan of Rs.100 million will be floated, and Rs.80 million 
are expected to be drawn from the International Bank for financing eco- 
nomic development. 


On the separation of the two Governments of India and Pakistan, on 
15 August 1947, the entire debt of the pre-Partition Government of India 
was taken over by India. The amount of Pakistan’s share payable to 
India has not yet been finally assessed. Pakistan was given a four-year 
moratorium in its debt repayment to India, and the first instalment was 
to fall due on 15 August 1952. In the budgets for the fiscal year 1952/53 
India has taken a credit of Rs.90 million, while Pakistan has provided for 
Rs.50 million (a little above 70 million Indian rupees) on this account. 
There is, therefore, a discrepancy in the estimates made by the two Goy- 
ernments of the amount to be paid in 1952/53. 


A 


3 : PUBLIC FINANCE 263 
i ee ee 


The Government of Ceylon raised loans of Rs.24 million, Rs.57.8 mil- 
lion and Rs.29.7 million respectively in the three years from 1947/48 to 
1949/50. These borrowings, together with other deposit transactions, were 
not sufficient to cover excess expenditures, and the cash balances of the 
Government were therefore falling. During the fiscal year 1950/51 the 
expected excess expenditure of Rs.17.8 million has been more than cov- 
ered by two loans raised in November 1950. One was a 3 per cent long- 
term loan of Rs.50 million, maturing in 1966-71 and the other a 114 per 
cent two-year loan of Rs.40 million. Both loans were fully subscribed 
within three weeks of issue, which was a record for the country. While 
the Government was not running short of cash, as a further counter- 
inflationary measure it successfully floated a loan of Rs.60 million in 
August 1951 under the National Development Act of 1950 which had 
authorized the raising of a total of Rs.400 million for national develop- 
ment purposes. This latest loan was subscribed by private individuals or 
by companies, which was a very healthy feature of the borrowing. 


The excess expenditures of Indonesia indicated in appendix table XI.1, 
were based on estimates; the actual results of government transactions are 
not known. An indirect indication of the magnitude of these deficits can 
be had by comparing the indebtedness of the Government at different 
periods as is done in appendix table XI.7. 


The bulk of the Indonesian debt in post-war years consists of internal 
floating debt. For the years 1948 and 1949 there was a consistent increase 
in the amount of government money in circulation, in the advances of the 
Java Bank and in the Treasury bills outstanding. 


In 1950 the Government, as a result of a monetary purge,’ received a 
compulsory loan of 1,540 million rupiahs. Despite heavy receipts from 
this drastic reform the Government was forced to increase its floating 
debt by 441 million rupiahs as a result of continued excess expenditures. 
The decrease in the long-term external debt was from the redemption of 
37 million rupiahs and of various bond issues in Netherlands currency. 
Thése redemptions were offset partly by the receipt of 8 million rupiahs 
in 1950 from the Export-Import Bank loans. In 1951 the very substantial 
decline in the floating debt of Indonesia is a reflection of its revenue 
surplus for the first time in the post-war period. In the course of the year 
the debt to the Java Bank has gone down by 1,462 million rupiahs. 


As a result of two loans contracted during 1950 and 1951 there will be 
a large expansion in the external debt of the country in 1951. The first 
loan of 200 million rupiahs was contracted from the Netherlands in March 
1950. The receipts under this loan were 140 million rupiahs in the early 
part of 1951. The second loan was from the Export-Import Bank and was 
contracted for $US 100 million (equal to 1,140 million rupiahs at the 
exchange rate fixed in February 1952) to meet the foreign exchange 


™For details, see United Nations, Economic Survey of Asia and the Far East, 1950 
(New York, 1951), p. 475. 
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requirements of the programmes for the development of industries, trans- 
portation, communications, electrification, forestry and for drainage 
equipment and harbour construction. No amount under this loan was 
received in 1951. The interest on the loan amounts to 3¥2 per cent; the 
principal must be repaid in 30 half-yearly instalments commencing on 
1 March 1956. 


In Japan, in 1950/51, the policies of retrenchment of expenditures and 
repayment of public debt were simultaneously pursued. As a result, there 
was a net cash surplus of 17,300 million yen. This, together with foreign 
grants received during the year, led to a very significant increase in 
the cash balances of the Japanese Government. This trend was reversed 
in 1951/52, as is shown in appendix table X18. 


“On the basis of the cash statements, there was a significant change in 
the finances of the Government of the Philippines in the fiscal year 
1950/51. The previous year’s net cash expenditure of P.311.8 million 
was converted to a net cash revenue of P.175.2 million (see appendix table 
XI.9). This was the result of a large increase in the revenue and of a 
significant increase in payables as compared with the previous year.* To 
this cash revenue surplus has to be added a net increase of P.194.6 million 
in borrowing. During the latter half of 1950 two peso loans were con- 
tracted; one from the International Monetary Fund and the other from 
the United States Government. This made possible the payment of arrears 
such as teachers’ salaries, etc. The net increase in the cash balances of the 
Government during the fiscal year 1950/51 was therefore P.373.6 million. 
This substantial cash accumulation has been one of the factors in the 
relatively stable price level in the Philippines after the initial spurt from 
the war in Korea was spent. During the latter half of the year 1951 there 
appears to have been a process of repayment of debt. According to a 
statement covering the whole of the calendar year 1951 there was a net 
decrease in the public debt of P.46.2 million. This included the liquidation 
of pre-1934 bonds (P.79.6 million), liquidation of over-draft with the 
Central Bank (P.38.5 million), payment of instalments of the United 
States Government loan (P.7.0 million) and of the United States Recon- 
struction Finance Corporation loan (P.6.0 million), and redemption of 
treasury notes (P.4.8 million). As against these repayments totalling 
P.135.9 million, additional advances (P.86.2 million) were obtained from 
the Central Bank by issuing Rehabilitation and Development Bonds; 
additional issues of Treasury bills (P.1.8 million) and new issues of 
certificates of indebtedness to holders of emergency currency (P.1.1 mil- 


lion) were made; and National Planning C issi 
million) were floated. & Commission bonds (P.0.6 


*The actual increase in payables i 

se it yables is much lower than the above figures. This i 
to the practice of certifying as payables, at the end of the fiscal pair eee gaa 
yet genuine obligations so as to prevent unspent appropriations from reverting to free 


surplus. The accrued revenue surplus, therefore 
that expenditure estimates would be lower. y Wells fe Eres ae 
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Because of the liquidation of their holdings of pre-1934 bonds, there 
was a net decrease in the indebtedness of the local authorities €P,19.1 
million) and of government corporations (P.9.4 million). Details of the 
changes in cash balances during the latter half of 1951 are not available. 
If the increase in outstanding payables was liquidated during this period, 
this, together with the decrease in indebtedness, would indicate a sub- 
stantial net reduction in the cash balances. 


The revised estimates of the course of receipts and expenditures in 
1951 for Thailand are not available. It is likely that the revenue estimates 
would be exceeded and the expenditure would be lower, resulting in a 
lower excess expenditure than was forecast in the budget. An indirect 
estimate of the deficit of the Thai Government might be obtained as 
below : 


(Million baht) 
Mherease in oating debt” .2 3. .s2.ck es ss es 500.0 
Less decrease in long-term debt .......... —35.4 
Less increase in cash balances ............ —53.4 


ESTIMATED DEFICIT 411.2 


The figures above of floating and long-term debt are for the twelve- 
month period preceding 30 November 1951; the figures for cash balances 
are for the calendar year. It appears, therefore, that the excess expendi- 
tures of the Thai Government in 1951 were approximately 400 million 
baht. 


Thailand redeemed an issue of 30 million baht of 3 per cent national 
gold bonds (1942) during June and July 1951, and sought to float in 
August a new loan of 200 million baht at 414 per cent, redeemable in five 
years. Subscription in the first four months totalled only 14.1 million baht. 
During the year ending 31 October 1951 there was also a reduction of 
£81,000 in the 4 per cent 1936 loan and of $608,000 from the United 
States credit. As against these repayments the Government received loans 
($US 3.7 million), from the International Bank for Reconstruction and 
Development for irrigation, railway and harbour projects, and from the 
Export-Import Bank ($US 1,039,830) for the acquisition of three cargo 
vessels from the National Government of China. 


CHAPTER XII 
Inflation and deflation 


GENERAL REVIEW 


It is not altogether accurate to ascribe the world-wide inflation of 
1950-51 entirely to the Korean conflict and its aftermath. Actually, signs 
of inflation were already visible in Europe and America during the first 
half of 1950, following upon the currency devaluations of 1949 and the 
recovery of the American economy from the minor recession of 1949. 
For Asia, too, a number of raw material prices were pointing upward, 
and others would probably have followed suit later in 1950. Yet the fact 
remains that, for the region as a whole, and particularly for two relatively 
industrialized areas (India and Japan), the outbreak of war in Korea 
represented a watershed between attempted disinflation and renewed in- 
flation. 


The inflation continued for the greater part of 1951 over most of the 
region. It was proceeding at its maximum speed as the year opened, for 
three major reasons, all operative to a lesser extent later in the year. 
Firstly, there was a fear of expansion of the conflict, following the en- 
trance of Chinese troops on a large scale at the end of November 1950. 
Secondly, there was a consequent bidding up of the prices of materials 
which were currently scarce, or which were expected to become scarce; 
while the “stock-piling” process was mainly concentrated in countries 
which were rearming, the speculative activity was general throughout 
the commercial world. Finally, price control and allocation systems in the 
United States were not yet in effect, not to mention international allocation 
systems among groups of buying countries. 


During the year, there was first a reduced rate of increase and then a 
fall in most wholesale prices as the rate of stockpiling was cut, the pace 
of the Korean war slackened, and controls in the buying countries de- 
veloped strength. The decline was most rapid in the second and third 
quarters of the year. Towards the end of the year, there were temporary 
price flurries occasioned by the Iranian and Egyptian crises, and by the 
setbacks in arranging a Korean armistice, but the general trend continued 
downward except for foodstuffs and metal products. Relatively few com- 
modities had fallen back to pre-Korean-war levels, but two of the excep- 
tions (copra and tea) were important to the economy of individual 
ECAFE countries (Ceylon, Indonesia, and the Philippines). On the 
other hand, prices dominated by long-term inter-governmental contracts, 
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notably the price of rice, began substantial increases to importing coun- 


tries only with the expiration of contracts during 1951. Once having 


risen, they continued upward throughout the year. 


By year-end, the inflationary effects of the war boom had not yet worked 
their way through most of the Asian economies. Despite the spotty de- 
clines in wholesale prices, cost of living indexes were still going up. Being 
tied closely to the hitherto lagging price of rice, these had, in most coun- 
tries, begun to rise only in 1951. Pressure on wage rates had developed 
generally; therefore prospects pointed to further increases in cost of 
living indexes during 1952, whatever might happen to wholesale prices. 


It is impossible to obtain any accurate statistical picture of the course 
of real wages in most of the ECAFE countries, since money wage data 
are few and hard to come by. Data from Ceylon and Japan suggest in- 
creases during 1950-51. More generally, one may hazard a guess that real 
wages in many countries rose during 1950-51 in most of those industries, 
including raw material production, which were direct beneficiaries of boom 
conditions and which drew labour from elsewhere in the economy. On 
the other hand, they probably fell for most of the year in most other cases, 
where they were not tied directly to cost of living indexes, with partial or 
complete recovery in the last quarter. 


With wholesale prices steady or falling, and wages tending upward in 
pursuit of living costs, some of the region’s export industries are finding 
themselves in a difficult price-cost “squeeze”, despite a relatively favour- 
able showing in 1950—51. The situation is particularly difficult for the tea 
producers of Ceylon and Indonesia, since tea has not shared in the general 
war boom. It is, therefore, not surprising that occasionally tea estates are 
being abandoned in both countries. 


At the same time, the relative price rise of non-food export commodi- 
ties since the outbreak of the Korean war—particularly cotton, jute, rub- 
ber, and tin—has been greater than the rise in the producers’ prices of 
rice and other foodstuffs in the region. This relative price movement has 
tended to hamper the “Grow More Food” campaign in India and similar 
movements toward self-sufficiency in Ceylon, Indonesia and Malaya. Even 
in the rice-exporting countries (Burma, Indochina, Thailand), the com- 
paratively low price of rice has been blamed for holding back rice pro- 
duction, particularly in relation to rubber. 


The inflationary movement has naturally affected different countries in 
different degrees. At one extreme stands Burma, whose cost-of-living 
index shows practically complete insulation from inflationary pressure. 


*The cost of living and wholesale price indexes are less closely correlated in the 
region than they are in highly industrialized regions with high living standards. The 
cost-of-living indexes are dominated by relatively few basic commodities, often at 
controlled prices, which determine the domestic cost of living of the poorer classes. 
Whereas in the United States, for example, the cost of living indexes usually follow 
the wholesale price index with appropriate damping and lag effects, the two indexes 
may proceed in opposite directions for prolonged periods in a country like Malaya or 
North Borneo. 
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At the other stands south Korea, with a price level approaching ten times 
that of June 1950 and complete breakdown of the monetary economy a 
distinct possibility if inflation continues. 


In table 69 those countries of the region for which continuous cost- 
of-living price indexes are available over the years 1950-51 are grouped 
according to the degree of inflation experienced. Both wholesale price and 
cost-of-living indexes are included. Using the first six months of 1950 as 
a base (100), the cost-of-living index in the fourth quarter of 1951 was 
below 100 in group I countries, between 100 and 120 in group II countries, 
between 120 and 200 in group III countries, and above 200 in group IV 
countries. To state it differently, cost-of-living indexes had not risen at 
all since the outbreak of the Korean war in group I countries (no infla- 
tion), had risen up to 20 per cent in group II countries (mild inflation), 
had risen from 20 to 100 per cent in group III countries (severe inflation), 
and had more than doubled in group IV countries (threatened hyper- 
inflation ). 

Data are not available for the mainland of China, but scattered informa- 
tion suggests that this country should be included in group III on the 
above basis.” 


The usual caveats regarding the use of tables of this sort apply with 
unusual force to table 69. The data are from a relatively few large cities. 
Thus, for example, the famine areas of India are not represented in the 
Indian figures, and the Pakistan data are not representative of East 
Pakistan, where inflationary pressure rose at the end of 1951. Further- 
more, where price controls exist, the low official prices are usually over- 
weighted relative to the free or black-market prices. 


In any forecast of conditions, the implications of the down-turns of late 
1951 and early 1952 may be more significant than those of the inflation 
which dominated the statistical picture in 1950-51. The most important 
of these down-turns involve textiles (Japan and India), hessian fibres 
(India), and rubber (Ceylon, Indonesia, Malaya, and to a lesser extent 
Burma and Thailand). Even when a price is “unreasonable” by previous 
standards, and has been in effect for only a short period, a price down-turn 
is difficult in an organized economy, and particularly so in a developing 
economy aiming at rapid increase of production and output. There are 
two problems. First, a price decline does not produce the expected increase 
in demand, especially if buyers have ample stocks and expect prices to 
fall further. It may, and frequently does, result in a painful if temporary 
decrease in demand. This phenomenon is sometimes referred to as “elastic 
expectations”, More important, the higher prices have usually resulted in 
a rise of costs, including wages, rents, and property taxes, which are 
notoriously rigid against downward movements, particularly when long- 
term contracts are involved, when labour is organized, or when the cost 


*“Prices rose 93.2 per cent from 1949 to 1950. Between Decembe 1950 
; d De- 
cember 1951, prices rose 13.8 per cent.” Chen Chun. “ rioss aeChinet 
People’s China, (1 February 1952), p. 7. a 
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of living has risen. In general, adjustment to a lower price is practically 
impossible without a loss of employment and production, and developing 


economies are naturally averse to any such set-back to their hopes and 
plans. 


If price declines continue in the region, their deflationary effects may 
well be mitigated by government deficits, brought about largely by the 
reduction or repeal of export duties on commodities which have fallen in 
price. Elsewhere deficit spending may be used to accelerate development 
programmes. Deficit spending to support export prices, or compensate 
producers for their decline, is unlikely. Where there exists a banking sys- 
tem, well-developed and with a strong expansionist tradition, as in Japan, 
private monetary and credit expansion may be possible to permit larger 
inventories to be held and to prevent prices from falling. This was done 
in Japan in 1949-50. More stringent import controls are also to be 
expected; North Borneo appears to have led in this respect in 1951, fol- 
lowed by Hong Kong early in 1952. 


For a time, a particularly dangerous situation appeared to be looming 
up in Malaya. Not only had rubber and tin prices fallen on the world 
market, but the leading purchaser, the United States, was not buying 
Malayan tin. The Malayan position owes its peculiar sensitivity to the 
fact that, as the labour force falls off in rubber plantations and tin mines, 
unemployment tends to result directly in increased political tension. In 
December, however, the United States agreed to increase its purchases of 
Malayan rubber and resume its purchases of Malayan tin. Later, in 
April 1952, the United States announced its intention to drop its restric- 
tions on the use of natural rubber in tires and other rubber products, 
which had been in effect since 1941. 


PRIMARY CAUSES OF INFLATION IN THE REGION 


While economists disagree regarding details of the definition of in- 
flation,? a situation may be regarded as inflationary when aggregate sup- 
ply falls short of aggregate demand and when aggregate supply is 
inelastic. 


The sources of expenditure or aggregate demand may usefully be 
divided into four main categories. To each of these categories corresponds 
a type of inflation, which occurs when this particular type of demand 
increases (without compensatory decreases elsewhere), and causes the 
total to outrun aggregate supply.* To each of them, also, may correspond 


?A summary of various definitions of inflation, and a conclusion similar to the 
above, was presented by the French delegation to the ECAFE Working Party of 
Experts on Mobilization of Domestic Capital, held in Bangkok, Thailand, in Novem- 
_ ber 1951. See “Le Probléme de !’Inflation,” E/CN.11/I&T/W P.1/L.27. 

4On this classification and nomenclature, compare “Measures for Combating Infla- 
tion in the Under-Developed Countries,” the United Kingdom delegation’s contri- 
bution to the ECAFE Working Party of Experts on Mobilization of Domestic 
Capital, E/CN.11/I&T/WP.1/L.33, p.2f. 
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a type of deflation or depression when the opposite kind of movement 
occurs: 


(1) Expenditure for private domestic consumption : “consumption ae 
flations”, caused by sudden uncompensated increases in the percentage . 
income spent—usually presented statistically as reductions in the rate 0 
personal saving—have been important in industrially developed countries 
of the free enterprise type. For example, the American inflation of 1945-47 
was partially of this type. Changes in the rate of saving, however, are 
relatively unimportant in the ECAFE region, where a low standard of liv- 
ing enforces a rate of saving which is consistently low and relatively 
constant. 


(2) Expenditure for private domestic investment including investment 
in inventories of raw materials and consumption goods as well as in fixed 
capital goods: this is a more volatile and variable element than consump- 
tion in nearly all countries, Investment in raw material and consumption 
goods inventories is particularly volatile and variable over very short 
periods. Increases in private investment, including accumulation of specu- 
lative stocks, if not offset elsewhere, bring about “investment inflation”. 
This has been an important element in explaining price movements in 
Japan and India during 1950—51,> for raw material inventories are im- 
portant to industrial production and these countries, with China, are the 
most highly industrialized of the ECAFE region. When an investment 
inflation begins with increases in the prices of individual investment goods 
or raw materials, as it did in Japan and India in 1950, the term “cost 
inflation” is applicable. When, in addition, these investment goods or raw 
materials are largely imported, there is an “import inflation” as well. This 
condition also held for both India and Japan. 


(3) Expenditure by governments: increases in this category produce 
“treasury inflation”, unless compensated elsewhere. A dollar of increased 
expenditure produces the same inflationary pressure however it is financed. 
The control of treasury inflation, however, usually requires the creation 
of offsets in the form of reduced private expenditure on consumption or 
investment. Reduced budget deficits or increased budget surpluses, ordi- 
narily involving higher taxes, are the usual mechanisms adopted. 


It makes no difference whether government expenditures in the region 
are financed by the government concerned, by some other government or 
by an international agency. Military expenditures in local currency by the 
United Nations in Korea are as inflationary as equal amounts of expendi- 
ture by the Republic of Korea. Inflationary pressure in the three states of 
Indochina is not lessened by the responsibility of the French Government 
for military expenditures. The same is true in Malaya, where these ex- 


penditures are paid by the United Kingdom. (These expenditures within 
3 in Japan, investment in fixed capital, chiefly buildings, was more important than 
Investment in inventories as a source of investment inflation in 1950/51. A building 


boom prevailed for most of the year, as companies hastened to make up arrears of 
post-war reconstruction. 
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Indochina and Malaya do not contribute to treasury inflation in France 
and the United Kingdom, although domestic expenditures for military 
exports are inflationary within these countries.) Conversely, Indian Gov- 
ernment expenditures for food from abroad may be actually deflationary, 
since they increase the supply of food in India. 


Treasury inflation, for both defence and reconstruction purposes, was 
the major single cause of inflation in the ECAFE region during the 
decade 1939-48. It has subsequently been brought under control, if not 
eleminated, by reduced deficits or balanced budgets* in most countries. The 
principal exceptions are disturbed areas (Indochina, south Korea, Malaya), 
and also the Chinese mainland, China (Taiwan) and Thailand. However, 
the importance of treasury inflation should not be overlooked even where 
it has been offset or controlled successfully, for the continuing burden of 
heavy government expenditures means that added development, recon- 
struction, or welfare programmes run a greater risk of evaporation in 
higher price levels than would otherwise be the case. 


(4) The final category of aggregate demand is expenditure by foreign- 
ers. A large and uncompensated increase in foreign demand for domestic 
products sets off an “export inflation”, for which the most usual offsets 
are increased imports and export taxes. This type of inflation also appears 
as a “profit inflation”, in that the first incomes to rise are usually profits 
in export trades, but “profit inflations” may be of any or all the other 
types as well. 


Under-developed countries, dependent on exports of industrial raw 
materials, are particularly exposed to export inflation and deflation. The 
region in 1950-51 provided numerous illustrations of this general rule. 
The five most striking are perhaps Ceylon (coconut products, rubber), 
Indonesia (rubber, tin), Malaya (rubber, tin), Pakistan (cotton, jute), 
and the Philippines (abaca, coconut products). To these should be added 
the rice-exporting countries (Burma, Cambodia, Thailand, Vietnam), 
once the inflation had spread to food prices in early 1951. The manufac- 
tures of India and Japan were affected even earlier, though less drastically 
than the exports of some raw material exporting countries. Only four 
countries of the region were relatively insulated from export inflation: 
south Korea, Laos, and China (Taiwan), without significant large-scale 
exports and subject to other types of inflation, and the mainland of China, 
whose foreign trade was largely redirected to other centrally planned 
economies on a basis of bilateral balance. 


® Technically speaking, an increase in government expenditure retains some infla- 
tionary force even if completely offset by increased receipts from the public. This 
is because income is transferred from the public, by whom less than 100 per cent is 
spent, to the government, where the full amount is spent. Over-all expenditures 
are thereby somewhat increased, unless the increased treasury spending is, so to 
speak, “over-financed.” On the so-called “principle of over-finance” see K. E. Bould- 
ing, Reconstruction of Economics (New York: Wiley, 1949), pp. 290-93. A fortiort, 
a reduction in a deficit is not deflationary unless accompanied by substantial reduc- 
tions in expenditures, but it may reduce the pace of an existing inflationary move- 
ment. 
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In many of the countries where inflation has been halted or where whole- x 
sale prices have turned down, export deflation, i.e., declining foreign. €x= 
penditures for domestic commodities, has become an important factor as a 
well. Ceylon, India, Indonesia, Japan, Malaya, Pakistan and the Philip- 
pines are in this group. The rice-exporting countries, however, have ex- 
perienced no such reversal as yet, although they have been affected by the . 
down-turns in rubber and/or tin, which are important subsidiary exports. 


In addition to forces operating on the side of aggregate demand, in- 
flation or deflation can be brought about by changes in aggregate supply, 
with demand remaining approximately constant. “Scarcity inflations” can 
be identified statistically where national income statistics are available; a 
price rise out of proportion to the rise in national money income indicates 
such a case. In most countries of the region, current national income 
statistics are not available, but scarcity inflations are at least suggested 
when price levels rise more rapidly than the total money supply, without 
obvious changes in the habits of the people in their use of money. In 
Burma, for example, over the period 1939-48, the consumers’ price index 
(Rangoon) rose to 4.7 times its 1939 level whereas the national income 
rather more than doubled in money. terms and the total money supply, with 
allowance for circulating Indian bank notes, rose by only 37 per cent.* 
The natural implication here is of a scarcity inflation, and it is not sur- 
prising to read that real output is believed to have fallen by approximately ° 
one-third, due to wartime destruction and “scorched earth” policies and 
to post-war disturbances. 


During 1951, scarcity inflation was among the forms of inflation 
in south Korea, where the effects of the fighting made themselves 
felt with increasing strength as stocks were exhausted. In Malaya also, 
a fall in domestic food production due to resettlement and to the shift of 
labourers to rubber and tin gave rise to scarcity inflation on a smaller 
scale. In explaining the movement of prices in India and Pakistan, the 
fact of 1951 being a fourth successive dry year cannot be forgotten, On 
the other hand, on the mainland of China the continued recovery of pro- 
duction from the effects of decades of international and civil war is 
reported to have kept prices from rising substantially in 1950/51, despite 
inflationary pressure on the side of demand. To a lesser extent, the same 
type of “abundance deflation” may have operated in Burma in 1950/51, 
although Burmese production continued well below pre-war. 


CREDIT EXPANSION AND SECONDARY INFLATION 


The Far East is no stranger to inflations originating from the monetary 
and banking system, in which increases in money incomes and aggregate 
demand result from creation of money by the printing press or by bank 
loan expansion. The treasury inflations of the war period were all of 

"G. D. N. Worswick, “The Reform of the Currenc 


on Current Economic Problems o 
and Stationery, Burma, 1951), p. 49 


y System,” Conference Papers 
f Burma (Rangoon: Supt. Government Printing 
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this type, with the Japanese and many Allied Governments financing much 
of their war expenditures at home and abroad by these means. In China, 
these methods led to several waves of hyper-inflation during and after 
the war, culminating in complete collapse of confidence in two successive 
currencies in 1948 and 1949. The various Japanese military occupations 
also produced major inflations by these methods, paradoxically most severe 
in Thailand which, among the territories occupied by Japan, retained the 
largest measure of independence. In Japan itself, the 1946-49 inflation 
was also a treasury inflation financed through the Bank of Japan, much 
of the spending being “termination of war’ expenditure required by 
SCAP. It may indeed be said that every hyper-inflation comes to involve 
constant increases of expenditure, particularly government expenditure, 
financed by monetary and credit expansion, even if this feature is not 
important at the outset. 


The relatively mild inflations of 1950-51 were not of this type. An 
exception was south Korea which, as table 69 shows, suffered by far the 
most severe inflation of the region and will be considered separately. Apart 
from Korea, the increased incomes which set off the 1950-51 infla- 
tions were not generated initially by commercial credit expansion. Once 
the inflation had begun, however, policies of easy credit produced secon- 
dary waves of inflation and encouraged its continuance in most countries.® 
The results of this credit expansion, in the form of an increased volume 
of both notes and deposit currency, prevent any easy return to the price 
levels in existence before the Korean war. It should be stressed that the 
credit expansion involved was rather commercial (i.e., extended to reput- 
able business firms, normally for “productive” purposes) than govern- 
mental or speculative in character, but that the secondary waves of infla- 
tion resulted nevertheless. 


It may be useful to trace the process of secondary inflation as it results 
from an export inflation in countries like Indonesia and Japan, with com- 
mercial banking systems developed to some degree, and with relatively 
little anti-inflationary pressure exercised by the central bank or by 
branches of foreign banks :% 


(1) The inflation is set off by increased incomes in the export industries, 
because of increased foreign demand at higher prices. 


(2) The increased expenditures by profit-takers and others in the export 
trades lead to increased incomes throughout the economy. 


® Credit expansion in twelve countries of the region is analysed in Chapter X, sec- 
tion on “Expansion of bank credit.” 

°In India, the mechanism as outlined below is apparently restrained by the policy of 
the Reserve Bank of India, which examines or “screens” on a sample basis all large 
‘loans (over 10,000 rupees) and exercises “moral suasion” over the commercial banks. 
Qualitative control is also exercised by the central banks of Ceylon and the Philip- 
pines. In Burma, and in the British dependencies, British banks exercise restraint 
according to rules laid down by their home offices, and by shifting reserves wherever 
possible away from branches in areas where rapid inflation threatens. 
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(3) As these increased incomes are spent, domestic prices rise in a 
“primary inflation”. Some cost prices will usually rise as well, even in § 
face of substantial unemployment, as the export trades draw labour an 
materials away from other industries. The primary inflation is usually 
accentuated by speculative withholding of stocks of durable goods in 
anticipation of price increases, and by the higher prices of whatever raw 
materials may be used in the export industries—in Japan, for example, by 
the increased prices of cotton and coal, as well as by higher ocean freight 
rates. 


(4) Because of primary inflation, a money shortage develops. Business 
needs more ready cash to operate at the increased levels of activity and 
cost, and also, in many cases, to finance increased real inventories, The 
money shortage is particularly acute in medium and small-scale industries, 
whose capacity for internal financing is small and who have no access to 
organized security markets. It is also concentrated in the export industries 
and in industries using imported raw materials. Under these circum- 
stances, businessmen seek additional bank credit. In view of the general 
prosperity, their requests seem reasonable by conventional banking stand- 
ards of “productive credit”. Even abnormal inventory accumulation may 
appear conservative “investment” rather than “speculation”, when prices 
of materials are rising and there is danger of supplies being cut down. In 
general, therefore, the banking system increases its loan and other credit 
accommodation, because of the money shortage resulting from primary 
inflation. 


(5) The proceeds of the increased credit are spent, the greater part 
entering into incomes and raising prices, as in stage 3 above. These price 
rises constitute the secondary inflation. 


As prices rise, the complaint of money shortage is renewed, and stages 
3—4—5 tend to be repeated in spiral form at increasing speed as more and 
more costs rise, including those hitherto fixed by long-term contracts. As 
the spiral is repeated, the secondary inflation may well become more im- 
portant quantitatively than the primary inflation which induced it. This 
was almost certainly the case in both Indonesia and Japan in 1950-51, 
if inflation is measured by the movement of the cost of living index. 


Credit expansion and secondary inflation are supported by most bankers 
and business men on the ground that they increase production. It is cer- 
tainly true that successful borrowers are enabled to produce on a scale 
larger than they could have done with their own funds. On the other 
hand, borrowers may expand their production by drawing labour and 
materials from non-borrowers, thereby reducing the production of the 
non-borrowers. For the country as a whole, there is a net increase only 
in so far as unemployed or under-employed labour and materials are 
brought into use or used more productively. Similarly an increase of 
production may result for any single country, or a decrease be prevented, 
if bank loans permit scarce imports to be drawn away from other coun- 
tries; but by the same token, production in these other countries is 
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reduced.*® There is a net increase for the world as a whole only if pro- 
duction of the scarce imports is increased. In the case of Japan, for 
example, anti-inflationary credit restriction in the second half of 1950 
might have choked off the expansion of both light and heavy industrial 
production in 1951, by producing shortages of raw materials from abroad. 
Other countries in the region, moreover, would have suffered secondary 
losses in production if Japan’s output and exports of machinery and 
equipment had been held back.11 On the other hand, it is questionable 
whether the Japanese inflation can be considered responsible for any 
significant increase in the world output of any important international 
commodity. The inevitability or desirability of a certain amount of sec- 
ondary inflation may be argued seriously, but whatever its pros and cons, 
the fact of secondary inflation should be recognized and taken into con- 
sideration in the framing of monetary policy. 


The process of secondary inflation works slightly differently in the 
event of an investment inflation. Again, monetary or credit expansion 
results from price increases; it does not normally initiate them.!? But 
again, it maintains or accelerates them by a secondary inflation: 


(1) Asa first stage, the prices of domestic or imported raw materials or 
capital goods increase, including those of consumption goods held in 
inventory by traders. Alternatively the initial increases may come in wage 
rates, or power or transportation charges. Selling prices may also be 
marked up because costs have risen in advance of any general increase in 
income or purchasing power. Primary inflation occurs, in any event. 


(2) Money shortage, due to increase in the price of capital goods, forces 
resort to the credit system to maintain the level of activity. This will 
develop particularly if selling prices have not been marked up to meet cost 
prices or if the mark-up has been made but has encountered buyer 
resistance. 


(3) Bank loans and other credit accommodations are increased, with an 
upward movement of incomes as the borrowers pay out the proceeds. If 
credit is not increased, at least temporary retrenchment, contraction and 
unemployment will almost certainly result, or at the very least, expansion 
will be retarded. 


(4) Increased consumption and investment demand results from in- 
creased incomes. Other costs and prices rise. There is secondary inflation, 
with renewed money shortage, and stages 2—4 recurring in an inflationary 


spiral. 


%” This line of argument makes no allowance for possible exchange-rate fluctuations 
in consequence of differences in credit policy between importing countries. 

A given expansion of industrial production in Japan is believed to result in a 
greater volume of imports into the ECAFE region than does an equal expansion in 
the industrial output of the United States or Western Europe. This is due to the 
greater relative importance of the region in Japan’s trade, and also to the inclusion of 
Japan within the region. theve 2. 

™ The exceptional case would result from a purely physical increase in investment 
demand, in which a money shortage developed prior to any important price increases, 
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Other types of primary inflation, both on the demand side (treasury 


inflation, consumption inflation) and on the supply side (scarcity infla- 
tion), set into motion practically the same process as investment inflation. 
A money shortage develops, which is intensified if individual savings 
shrink at the same time. The banks are requested to expand credit facili- 
ties, under conditions in which the conventional requirements of con- 
servative banking policy are met and in which refusal will cause an 
immediate retardation of economic growth if not an absolute contraction. 
They are trapped, so to speak, between the devil of secondary inflation 
and the deep blue sea of recession. The deep blue sea is normally more 
visible than the devil, and the so-called “productive credit” or “needs of 
trade” doctrine convinces many bankers that the devil does not exist; 
the normal choice, therefore, in the absence of outside restrictions, is in 
favour of keeping dry at all costs. The relatively rapid inflationary move- 
ments in Indonesia and Japan during 1950-51 cannot be explained com- 
pletely without reference to secondary inflation. 


When there is a general or large-scale downturn, as in India and Japan 
at the beginning of 1952, the process of secondary credit contraction 
works differently from that of secondary credit expansion. The under- 
lying difference is the deep-seated objection of business men to general 
price-cutting, particularly at the retail level. This is not entirely irrational, 
in view of the rigidity of many business costs, particularly wages and 
rents, once these have been adjusted to a higher level, and also in view 
of the tendency of demand to fall off in anticipation of still lower prices. 
Instead of cutting prices sufficiently, there is a general tendency to make 
the major reduction in output and employment. In economic terminology, 
output tends to be more elastic than price in a downward direction, 
whereas price is more elastic than output in an upward direction. This 


general principle of differential elasticity can be illustrated by either the 


Japanese or the Indian cotton textile industry in 1950-52. The problem is 
accentuated when cuts in credit lines force further contraction in addition 
to that occurring from other causes. 


The dilemma of monetary and credit policy in the developed private 
enterprise economies of Europe and America has proved to be that over- 
all expansion reduces unemployment at the risk of inflation, and over-all 
contraction stops inflation at the risk of unemployment. Experience in 
the ECAFE region does not appear to lead to any easy avoidance of the 
same dilemma. 


Identifying secondary inflation 


It has been suggested above that a banking system based on an elastic 
supply of loan capital to productive enterprises may produce secondary 
inflations by responding to the needs of business for increased credit in 
times of money shortage. These secondary inflations may be of greater 
magnitude than the primary inflations. Indonesia and Japan in 1950-51 
have been cited as illustrations; Malaya might well be added to the list 
for the same period. On the other hand, an elastic credit supply may work 
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as a stabilizing factor. Four general criteria may be suggested, by which 


the probability of secondary inflation may be forecast: 


(1) The theory of banking elasticity, of the desirability of automatic 
responses of the volume of credit to the needs of trade, was developed in 
Britain and America with particular reference to seasonal rather than 
cyclical fluctuations in business activity, and finds its major justification 
there. Accordingly, credit expansion is more likely to be inflationary 
when the money shortage to which it responds is not of a normal seasonal 
character. If the timing of the increased credit demands do not correspond 
to a normal “busy season”, for example, the increase is apt to be inflation- 
ary; or, when the expansion coincides with the busy season, as it did in 
India, Pakistan and Ceylon in 1950-51, inflationarv pressure may be 
anticipated when the purposes of increased credit are not associated with 
seasonal crop movements and when demand for credit will not decline in 
the “slack season”. Ceylon and Pakistan in 1950-51 offer interesting 
contrasts in this connexion. In each case, credit expansion following the 
outbreak of the Korean war coincided approximately with the autumn- 
winter “busy season”, but in Pakistan the credit volume fell off at the end 
of the busy season while remaining at its seasonal peak in Ceylon. 
Bank credit expansion appears to have produced significant secondary 
inflation in Ceylon but nat in Pakistan. 


(2) Credit expansion is almost certain to be inflationary when the com- 
plaint of money shortage has been preceded or accompanied by price or 
wage increases, especially if there is a high level of employment. 


(3) In developing economies, the volume of bank credit usually follows 
a fairly smooth upward trend line, around which are usually to be found 
seasonal fluctuations in a fairly repetitive annual pattern. This trend is 
caused both by the growth of economic activity within the economy and 
by an increase in the relative importance of the banking system which 
usually accompanies economic development. When response to a money 
shortage produces a sharp departure from such a trend line in an upward 
direction, inflation is a probable consequence. 


(4) Most banking systems will be found to develop a certain ratio of 
loans to deposits, called the loan ratio. This ratio differs from country to 
country. It is high when attractive alternative investments for commercial 
banks and alternative sources for business working capital are few, and 
when required cash reserves and the probability of “runs” by depositors 
are low. It is low when the opposite conditions hold. It has traditionally 
been higher in Japan than in Britain, America, or the Commonwealth 
countries. Within an individual country, the loan ratio usually changes 
only slowly, in line with underlying economic conditions. If a country’s 
accepted loan ratio rises suddenly in response to a money shortage, espe- 
cially under high employment conditions, the effect is apt to be inflationary. 
This criterion has particular reference to Japan, where the loan ratio 
was permitted to go above 100 per cent in many of the large banks as an 
offset to the SCAP “disinflation” policy of 1949-50. This condition, 
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known as “over-loan”, became quite general in the Japanese banking 
system during 1950-51, due to the credit expansion inaugurated by 
Japan’s export boom. There was also a threat of over-loan at the end 
of 1951 in the banking systems of Indonesia and south Korea. 


CONTROLS AFFECTING AGGREGATE SUPPLY AND DEMAND 


The region was in a relatively favourable administrative position to 
meet the inflation of 1950-51, despite the speed with which it developed. 
The wartime and post-war inflations were fresh in the memory of all 
concerned, as well as the measures taken to meet them. In virtually all 
countries, some elements of the post-war systems of direct and indirect 
controls remained in operation. Furthermore, ali countries possessed some 
elements of exchange control systems, designed to prevent capital flights 
and to safeguard their respective balance of payments positions. When 
the export inflation developed after the outbreak of the Korean war, 
easing the balance of payments positions of the countries of the region, 
it was therefore simple to adapt the existing controls to the new purpose 
of providing increased supplies of imported commodities. In most cases, 
indeed—the main exception being Thailand—the adaptation took the form 
of a liberalized application of the rules. The combination of present or 
potential worsening of the trade balance position, coupled with a con- 
tinued rise in the cost of living, which developed in the raw material 
producing countries at the end of 1951 and the beginning of 1952, repre- 
sented a return to the relatively familiar conditions of 1947-48. 


It is natural for a country to meet an emergency of export inflation 
primarily through measures connected with its international trade, to meet 
a treasury inflation primarily through measures connected with fiscal 
policy, and so on, within a general framework of existing direct and 
indirect controls. This occurred in the region in 1950-51. Export inflation 
being the most pervasive and universal type of inflationary pressure, a 
concentration of new inflation controls is found in this field. 


In the raw material exporting countries, variable export duties have 
become a keystone of the fiscal systems, and it was possible to raise these 
fairly rapidly so as to reduce the domestic profits and incomes resulting 
from high export prices.’* In Malaya, to cite the extreme case, revisions 
may be made weekly. Among the countries which raised duties on rubber 
were Ceylon, Indonesia, and Malaya. Indonesia and Malaya raised their 
duties on tin, Pakistan raised its duties on cotton and jute, and so on. 


India also raised its export duty on hessians manufactured from imported 
jute fibres.%* 


The anti-inflationary effect of these changes, of course, varied with the 
speed of their imposition, their magnitude, and also to some extent with 
their international incidence. The deflationary effect of the increased 
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world prices of these commodities fell, 
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Malayan tin and rubber duties was reduced because the tax was paid in 
large part from funds which would otherwise have been transferred 
abroad, primarily to the United Kingdom, without inflationary effect in 
Malaya itself. In effect, the Malayan export duties on rubber and tin 
were thus in part anti-inflationary measures for the United Kingdom and 
in part for Malaya. 


Essentially the same economic effect as that of a variable export duty 
has been obtained by Burma and Thailand with respect to rice purchases. 
In each of these countries, the Government has a virtual monopoly of rice 
exports,*® and pays the rice miller a substantially lower price than it re- 
ceives on world markets. By keeping the domestic purchase price down 
relative to the higher external selling prices of 1951, Burma and Thailand 
checked profit inflations which would otherwise haye been set off by in- 
creased incomes of rice millers and cultivators. This was done at the cost 
of discouraging rice production as against other products controlled less 
stringently, for example, oilseeds and rubber in Burma, tin and rubber 
in Thailand. 


In the case of Burma, the profits of the Government export monopoly 
exercise a particularly deflationary effect in that they are partially accu- 
mulated abroad in foreign currency for the financing of future develop- 
ment programmes, at the risk of declining real purchasing power if prices 
of capital goods continue to rise as they did in 1950-51. In Thailand, with 
a chronic budgetary deficit on capital account, the rice export monopoly’s 
profits are retained in Thailand and spent internally. 


In addition to export duties, a favourite method of combating export 
inflation has been an eased policy on import licences for commodities 
entering into the cost of living. Luxury imports, for example automobiles 
and electrical appliances from hard currency areas, remain under stricter 
control. While the country’s balance of payments position is active, relax- 
ation involves little or no immediate risks, and it rapidly provides an 
increased supply of consumption goods to match the increased demand 
generated by the export inflation. The long-run effect on the financing of 
economic development may be unfavourable, since the rate of increase in 
the country’s foreign balances is reduced. This, however, is by no means 
a complete loss, since foreign balances have been subject to declining real 
value as the prices of foreign capital goods have risen. 


The easing of import restrictions has been a fundamental feature of 
inflation control in Burma, Ceylon, India, Indonesia, Malaya, Pakistan, 
and the Philippines. In most of these cases, the immediate beneficiaries of 
the eased import policy have been private traders. In Ceylon and the 
Philippines, a greater part of the increased imports was made on the 
account of quasi-governmental trading bodies. In the case of private in- 
dustry, inexperienced importing firms tended to concentrate their imports 


8 To encourage rice deliveries to the export monopoly, Thailand sometimes permits 
millers to export legally a percentage of their deliveries. Such permission was granted 
for a short period in April 1952. Burma has also permitted private export of one- 
third of its rice crop in 1951/52. 
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unduly on textiles from Japan. Flooding of textile markets developed in “s4 
North Borneo, Burma, Hong Kong, Malaya, Pakistan and Thailand in 
the second half of 1951, domestic textile prices falling below landed cost 
in some cases, and distress developing among the importing firms. 


Ceylon and Pakistan reduced their import duties on a number of con- 
sumer and capital goods, as a measure both to combat inflation and 
encourage economic development. Additional reductions were proposed by 
the Pakistan Government for 1952. The completely revised Japanese tariff, 
which went into effect in April 1951, is also generally lower than the 
pre-war duty schedules which it supersedes. Protectionist sentiment and 
budgetary considerations, however, prevented major reductions in most 
other countries of the region. In the Philippines, an over-all foreign 
exchange tax, which will be dealt with below as a form of currency de-_ 
valuation, was enacted. This tax might equally well be regarded as 
equivalent to an increase in the Philippine customs tariff. Increased cus- 
toms duties on imports also resulted from Thailand’s decision in 1952 to 
convert foreign values into baht at special “customs rates” higher than 
the official rates previously used in computing ad valorem liabilities. 


Upward revaluation of currency, which usually involves tightening of 
import controls, operates as a check to inflation by reducing the domestic 
currency prices of imported goods rather than by increasing their quan- 
tity. If the revaluating country cannot affect the world price of its exports 
in foreign currency, upward revaluation also cuts down the domestic 
currency receipts from exports, and thereby checks an export inflation 
from two directions at once. On the other hand, in normal times, it 
creates balance of payments difficulties, unless domestic demand for im- 
ports and foreign demand for exports are both inelastic—that is to say, 
unless neither the volume of imports nor the volume of exports changes 
greatly with their prices in the currencies of the respective buyers.!® If 
balance of payments difficulties arise, they must be met by devaluation or 
by increased exchange controls. 


During the 1950-51 inflation, the problem of inflation control was eased 
for Pakistan because, alone among the sterling area countries in the region, 
Pakistan had not devalued its currency in 1949. Partially as a result of 
this fact, and partially to reduce the cost of cotton and jute from Pakistan, 
economic circles in Ceylon and India considered a policy of upward 
revaluation of the rupee during 1951. Discussion, however, lapsed when 
the decline in world rubber and textile markets threatened the export 
positions of both countries. Upward revaluation of currency was actually 
invoked only by Thailand and the Chinese mainland during 1951-52. The 
last-named revaluation was the larger, the United States dollar rate 
falling from PBN 38,100 to PBN 23,490 by September 1951, In neither 


eth technical terms, the condition is that the sum of the two demand elasticities 
be less than unity. More complex mathematical formulations also seek to take supply 
conditions and income changes into account. Cf. L. A. Metzler, “The Theory of 
International Trade,” in American Economic Association (H. S. Ellis, ed.), Survey 
of Contemporary Economics (Philadelphia: Blakiston, 1949), p. 225 f. 
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_ of these countries was it of importance as an anti-inflationary device, for 
in neither is the cost of living affected greatly by imported commodities. 
Furthermore, in Thailand, the effects on cost of living were largely offset by 
the rise, noted above, in the exchange rates applied in assessing import duties. 


__ The three states of Indochina continued their policy of over-valuation 

_ of the piastre relative to the franc as an anti-inflationary device. With - 
highly passive trade balances, they receive approximately 85 per cent of 
their imports from France. Payment is made in French francs at the rate 
of 17 francs to the piastre. Black market rates and relative purchasing 
power suggest a rate of 10 francs to the piastre as more realistic but the 
17-franc rate has the effect of reducing substantially the piastre prices of 
imports from France. 


On the other hand, the Philippines, accepting a recommendation of the 
Bell Economic Survey Mission appointed by President Truman, imposed 
a 17 per cent tax on foreign exchange purchases, which had the effect of 
partially devaluating the peso. The anti-inflationary effect of this measure 
was to be found in the revenues provided to the Philippine Government, 
but the question may be asked whether this was not largely counteracted 
by its effects on the prices of imported goods. The Philippine authorities, 
however, were careful to exempt exchange required for the purchase of 
essential foodstuffs, medicines, and development goods for approved 
projects. Thus, for practical purposes, the tax put the Philippines on a 
dual-rate exchange system, although technically the single-rate system 
remains in operation. Where the tax applies, the increased volume of 
imports appears to have shifted the burden of the tax on some com- 
modities to the profit margins of importers, which had been excessive in 
cases where the supply of import licences had been strictly limited and 
where the fortunate holders had been in a monopolistic position prior to 
the liberalization of import controls. 


Thailand, and more recently Indonesia, have had more forthright re- 
course to a dual-rate exchange system for control of export inflation. In 
both countries, “official” and “free” (or “certificate”) rates were estab- 
lished. In Indonesia, exporters were required to turn over their export 
proceeds at the low “official” rates. They were compensated in part by 
exchange certificates, which were required for imports and which were 
sold by exporters at controlled prices. The controlled price of exchange 
certificates was 50 per cent of the difference between official and certificate 
rates. The effect of this complex exchange certificate system was to reduce 
exporters’ profits by paying them in domestic currency at an artificially 
low rate.17 The Thai system was simpler. Certain exporters received part 


™ The exchange certificate system was replaced in Indonesia (February 1952) by 
a system of export duties, since such “weak” export commodities as tea and copra 
were handicapped by low export prices under the certificate system. A dollar certifi- 
cate system was set up at the same time, to encourage exports to the dollar area and 
discourage dollar imports. It operates, however, as an export bounty and import tax, 
rather than in the reverse pattern of the former certificate system. 

A “free” or “certificate” rate of exchange is set officially and supported by ex- 
change controls. Despite its name, it should not be confused with an unofficial or 
“black market” rate. 
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or all of their export proceeds at “official” rates, the remainder at “free” 
rates. The proportion received at official rates varied with the commodity 
exported—100 per cent for rice, 40 per cent for tin, 20 per cent for 
rubber, zero for other commodities. The effect was both more selective 
and more simple than the Indonesian system, with export inflation checked 
by the use of artificially low exchange rates for payment to exporters. 


In China (Taiwan), a dual-rate system was retained through 1951, 
unchanged except for the introduction of government pegging of the 
certificate rate in April. Exports by government agencies and essential 
imports of both consumption and development goods are made at the low 
official rate, and other licensed transactions at the certificate rate. Pro- 
posals to shift some or all government exports to the certificate rate were 
made during the year with a view to strengthening the Government’s 
budget position. This would have given the Government’s export agencies 
higher local currency receipts in exchange for a given amount of United 
States dollars. Apparently, however, such a change would have required 
a shift of essential imports to the certificate rate under ECA (later MSA) 
agreements with the United States. The Government felt that the net 
result would be inflationary. Even in the absence of rising import prices, 
the anti-inflationary effect would depend upon the source of the additional 
local currency received for the exports at the higher certificate rate. If 
these were obtained by expanding credit or by drawing down the cash 
reserves of the exchange control agency, the improved budget position 
of the Government would have no anti-inflationary significance. 


The standard remedy for treasury inflation is higher tax receipts, keep- 
ing governmental budgets as close to a balance as possible. To a variable 
but usually limited extent this comes about automatically after a time lag. 
Increased incomes and expenditures produce increased receipts under 
existing income and excise taxes. Progressive personal income taxes, in 
particular, embody a large element of “built-in flexibility”, since incre- 
ments of income are taxed at higher bracket rates. Administration and 
enforcement of these taxes, however, is relatively difficult and the record 
of countries of the region has not on the whole been encouraging. In 
Japan, in particular, the “built-in flexibility” feature of the progressive 
personal income tax has tended to be nullified by an increasing concen- 
tration of collections on the “withholding” group of taxpayers (wage- 


earners), at low bracket rates, so that the tax threatens to become essen- 
tially a payroll tax. 


Whatever may be the reason, built-in flexibility has not been a sufficient 
defence against treasury inflation, and it has been necessary to resort to 
increased tax rates and to new taxes. Certain of these, such as the Philip- 
pine tax on purchases of foreign exchange, have been mentioned. This 
particular tax has the advantage of prompt operation. In general, however 
the device of raising tax receipts, while moderately successful in cones 
bating direct treasury inflation, has not been applied with sufficient speed 
or vigour to produce an actual treasury deflation to counteract inflation 
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from other sources. In the first place, the level of expenditures usually 
embodies its own elements of built-in flexibility, which operate as de- 
stabilizers. Rising prices must be paid for civil and military supplies; 
increasing amounts must be paid as subsidies, if official prices are to be 
held (or cut, as in the case of rice in Ceylon) ; in addition, civil and mili- 
tary payrolls are frequently tied to the cost of living, automatically, as in 
Ceylon, or periodically through legislative action.18 When both the level 
of expenditures and the level of receipts rise together in equal amounts, 
the result is mildly inflationary, as pointed out above.?® 


From the fiscal side, a truly vigorous anti-inflationary policy, particu- 
larly if it is to counteract inflationary pressure from export demand, 
requires either or both of the following: (1) a substantial budget surplus 
with higher taxes; or (2) a substantial cut in government expenditures. 
No country in the region, with the exception of Burma, has found either 
of these alternatives feasible over long periods, although a number of 
countries achieved budget surpluses in the fiscal year 1950/51.2° When 
prices are already rising, it is difficult to persuade taxpayers to shoulder 
additional taxes for the sake of something so distant and abstract’ as a 
budget surplus or inflation control. In addition, the sceptical taxpayer can 
usually point to instances when a budget surplus in one year was only 
the prelude to increased spending in the next, and where the promised 
inflation control shrank to the dimensions of an economist’s dream. As for 
large-scale cuts in expenditures, these seem well-nigh impossible in view 
of the public demand for development programmes and social welfare 
appropriations, and of the pressure for military preparedness. The outlook 
is rather for increase in these expenditures in the near future, and for 
renewed treasury inflation as a consequence. 


Even in the case of Burma where four successive budget surpluses 
appear to have been achieved, the surplus has been to a certain extent 
involuntary. Disturbed conditions in the interior have prevented the Gov- 
ernment from planning development projects in physical detail, let alone 
spending on the required scale. Restoration of peace in Burma, whatever 
the resulting cuts in defence and police expenditure, will almost certainly 
invite departure from the financial orthodoxy of 1947-51. 


Against investment inflation, and also against secondary inflation result- 
ing from credit expansion, there arose in the fourth quarter of 1951 a 
tendency to raise interest rates. In India, the Reserve Bank rediscount 


#8 As an offset, it is sometimes possible to reduce social welfare expenditures, par- 
ticularly those associated with industrial unemployment, when the income level is 
rising. This is not of great importance in the ECAFE region, except in India. Else- 
where, the volume of industrial employment is small, or else, as in Japan, the indus- 
trial tradition postpones the laying-off of workers until the employer is actually at or 
near the point of bankruptcy. . ; ; 

2 Technically, the “multiplier” of a balanced budget is unity. This operates in an 
upward direction when both expenditures and revenues are rising. It operates in a 
downward direction when both are falling. 

2 These include Brunei, North Borneo, Sarawak, Burma, Hong Kong, Indonesia, 
Malaya and the Philippines. 
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rate was raised from 3 to 3.5 per cent in November, the first such increase 
since 1935, and the commercial banks raised their rates simultaneously. 
Outside the formal banking system, rates had risen long before, and the 
Reserve Bank was in the position of a follower rather than a leader by 
its action. At the same time, the Reserve Bank withdrew its support from 
government securities, thereby lessening the extent to which these could 
be used as money-substitutes.21 The Bank of Japan raised its several 
interest rates by 2 per cent in October, and followed a month later by 
abolishing the “usance system’ of import credit.” The effect of this 
change was to require importers to finance the yen equivalent of their 
purchases without aid from the banking system. Interest rate increases 
in the second half of 1951 are also reported from a number of other coun- 
tries, including Burma, Malaya and Pakistan.** 


It is too early to judge the effectiveness of these interest rate increases. 
A recent study by three International Monetary Fund economists** leads 
to pessimistic conclusions for under-developed countries generally. How- 
ever, the effectiveness of this instrument depends on the magnitude of the 
rate of interest as compared with the expected rate of increase of price, 
taking into consideration the institutional factors and the usual rate of 
interest. It is true that the rate of interest in the unorganized sectors in 
countries in the region is rather high, sometimes abnormally high. But 
usually firms or individuals accessible to credit from the organized 


When the government securities market is supported effectively by a central 
bank or other agency, the prices of these securities are guaranteed against decline 
for however long the support policy is continued. Holders of these securities are 
assured of being able to liquidate them without loss at any time. They become 
virtually forms of interest-bearing money, and are spoken of as being “monetized.” 
Commercial banks, too, can “monetize” their security holdings at any time, to re- 
plenish their cash holdings or reserves with the Central Bank. When support is 
removed, an element of risk of loss is introduced, and the “secondary reserves” of 
both bankers and non-bankers are reduced. Government securities are effectively 
“demonetized.” As a result, their prices usually fall, and their rates of interest 
(measured against their market prices) rise in consequence. 

Use of the government securities market directly as a vehicle of anti-inflationary 
finance was of minor importance in the ECAFE region in 1950/51, although it has 
been of importance elsewhere. See the discussion of “open market operations” in 
chapter X. 


“Under the usance system, introduced in 1950, Japanese importers were permitted 
to borrow from commercial banks for approved purchases of imported raw materials, 
with payment postponed until those imports were processed and sold as manufactured 
goods. The Bank of Japan stood ready to supply the commercial banks with what- 
ever additional reserve they needed to provide these funds to importers. Some such 
system may have been required to finance additional imports following the outbreak 
of the Korean war. Its effect, however, was clearly inflationary. The volume of 
credit was increased well in advance of the volume of goods and services. Moreover, 
many of the final products were re-exported or sold to the United States armed forces 
for dollars. This process provided from abroad the yen equivalent for repayment of 
the importer’s loan. As a result, the repayment of the usance bill did not bring about 
any corresponding contraction of circulation, and the whole system led to a net 
expansion which was decidedly inflationary under the conditions of 1950-51. 


™ Cf. supra, chapter X, section on “Rise in interest rates.” 
“A. D. Das Gupta, Morris Friedberg, and I. G. Patel, “Inflation and the Mobiliza- 


tion of Domestic Capital in Underdeveloped Countries of Asia,’ Economic Bulletin 
for Asia and the Far East, Vol. II, No. 3, February 1952, p. 29 ree 
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_ sectors are more sensitive to price changes and more liable to taking up 


speculative activities, implying that a change in the rate of interest may 
check their activities and reduce the potential of further price rise. The 
fact that price indexes rose from the fourth quarter of 1950 to the fourth 


_ quarter of 1951 by 300 per cent in south Korea, 82 per cent in Indo- 


nesia, 30 per cent in Japan and China (Taiwan), 19 per cent in Malaya, 
17 per cent in Vietnam, and 10 per cent in Cambodia and Hong Kong, 
would have certainly resulted in an elastic expectation. Prices of special 
articles rose much more. Any increase in the rate of interest would have 
discouraged some of the marginal speculators. An example of checking - 
inflation by raising the rate of interest above the rate of increase of the 
price level is to be found on the mainland of China where, in 1950, deposits 
and bonds to be repaid according to price index numbers plus interest 
and loans in the form of prepaid forward purchase of goods by the 
Government at current prices, helped to stabilize the price level. 


Perhaps the basic economic objection to credit restriction is the risk 
of concentrating contraction upon production rather than upon price, and 
the disorderly nature of such price falls as occur, both resulting from the 
anticipated elasticity of buyers’ expectations in the short period. For | 
Western Europe, a recent United Nations study stresses this objection. 
Comparing three countries in which inflation control was sought largely 
by over-all quantitative monetary and credit contraction (Belgium, France, 
and Italy) with three countries relying primarily.on direct controls of 
various kinds (the Netherlands, Sweden, and the United Kingdom, it 
is the finding of this study that in the first group of countries, inflation 
was checked “only at the expense of halting the advance of production 
and holding it well below the technical limits set by total supplies of 
manpower and plant capacities . . . Within the limitations imposed 
by their policies, the expansion of activity to near-capacity levels always 
involves a renewal of the inflationary danger”’.?? The second group of 
countries have maintained full employment and production throughout the 
post-war period, although questions may be raised as to the allocation 
of production among different types of goods and as to the relative 
dependence of their production record upon foreign aid in the form of 
raw materials particularly. 


In India, a severe price fall took place in March 1952, which temporarily 
reached near-panic proportions. In Japan, business discipline was tighter 
except in textiles, but a condition of overstocking and stagnation developed 
particularly in the latter trades which caused a cutting of cotton goods 
production to 60 per cent of capacity through rationing of raw cotton 
imports. In both the Indian and the Japanese cases, however, the diffi- 
culty was concentrated in textiles. A deteriorating world market situation 
for textiles may have been more significant than the over-all cut in credit. 


In countries without well-developed banking systems, currency forms 


% Economic Commission for Europe, Economic Survey of Europe in 1950, pp. 
142-147. 
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a major part of the money supply, and currency contraction appears as a 
promising alternative to, or concomitant of, credit restriction. In countries 
of the region, there have been five “monetary purges” in the period since 
1945: Thailand, 1945-47; Japan, 1946; China, 1948; China (Taiwan), 
1949; and Indonesia, 1950-52. All five must be written off as failures in 
varying degree ; treasury inflation more than counteracted the effects of each 
currency contraction, usually within six months. The period under review 
witnessed the liquidation of the most recent experiment, namely that in 
Indonesia. Here, at the same time that all large-denomination currency 
notes were halved in value (March 1950), bank depositors were forced 
to convert part of their deposits to 3 per cent national bonds. Budgetary 
deficits during 1950 brought the currency supply back to its March level 
by the end of the year and prevented any fall in prices. Following the 
export boom and the introduction of the export certificate system, the 
Indonesian Government’s 1951 financial position was improved, although 
domestic prices continued to rise. 


As a result, the Indonesian Government decided on a policy of liqui- 
dating its March 1950 debt to the bank depositors; by February 1952, 
1,780 million rupiahs had been repaid. Its effect will probably be to re- 
monetize the bonds concerned and add to the inflationary potential in 
Indonesia. 


Inflationary pressure from exports, private investment or government 
expenditures can be counteracted by consumption deflation, and several 
countries of the region have accordingly embarked on measures designed 
to increase the rate of saving. The low living standards prevailing in the 
region are the principal factor militating against such campaigns, which 
cannot be said to have shown marked success as yet. Furthermore, the 
effect of inflationary experience in all these countries has been to dis- 
courage saving in liquid form. On the mainland of China, an experiment 
has been made with bank deposits which may be withdrawn in “parity 
units” with constant purchasing power in four key commodities (rice, 
cloth, coal, and cooking oil). Bank deposits in Shanghai are reported to 
have risen by 86 per cent in the first half of 1951, the bulk of the increase 
being “real”, i.e., not resulting from price increases. Part of it, however, 
represents merely a shift from currency holdings to bank balances and the 
revival of a previously moribund textile industry. 


An additional obstacle to savings campaigns in the region is the ten- 
dency of the wealthy, who are responsible for the great bulk of the per- 
sonal savings, to transfer their funds abroad (legally or illegally) or to 
purchase bullion and ornaments. This bullion and ornamental gold comes 
from a stock which can be increased only through imports (legal or illegal) 
and which, if made available for export, could finance substantial imports 


This count is exclusive of conversions following the replacement of one govern- 
ment by another within a given area. It also does not include the unification of 


currencies within the British dependencies in Malaya and Bor 
1 : ¢ 1 neo, th 
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of consumption or development goods. Savings of this type are certainly 
less anti-inflationary than would be equal amounts sterilized in govern- 
ment securities, mobilized for the financing of consumption imports, or 
held in reserve for future imports of capital goods. 


The principal devices used in the region to encourage savings, other 
than periodic exhortation, are higher interest rates on savings accounts, 
and a greater availability of small savings outlets of the postal savings 
type. The Chinese “parity unit” experiment has been mentioned. In 
Japan, in addition to high interest rates, bank depositors are permitted to 
keep anonymous accounts subject to tax deduction on the accrued interest 
at a low rate. This device tends to channel black market and tax-evasion 
money into the banks. In addition, Japanese savings accounts increasingly 
carry an automatic lottery feature, and winnings on the various lotteries 
are tax-free by law. 


The sale of government securities to “mop up” incomes and increase 
the rate of saving scored one outstanding success in 1951 in Ceylon.?" 
A 60-million rupee loan was sold successfully to non-bankers, with the 
object of mopping up funds which had been going largely into real-estate 
speculation. In Malaya and Thailand, however, similar experiments failed.?® 


CONTROLS AFFECTING SPECIFIC COMMODITIES 


Having examined a number of exchange, monetary and fiscal controls 
designed primarily to combat inflation at large by reducing aggregate 
demand or increasing aggregate supply, consideration may be given to 
measures to check increases of specific prices and increase supplies of 
specific commodities. The commodities involved, in the region as well as 
elsewhere, are usually cost-of-living commodities and primarily foodstuffs. 
The line between the specific and aggregative control is, like many eco- 
nomic distinctions, difficult to trace in detail but the distinction is never- 
theless worth attempting. 


India, East Pakistan and south Korea are representative of areas in the 
region with scarcity inflations concentrated in a few basic commodities. 
India had previously attempted to hold food imports to a minimum, both 
for the sake of its balance of payments position and of its “Grow More 
Food” self-sufficiency programme. However, a dry year, the fourth suc- 
cessive such year in some areas, intervened. Instead of self-sufficiency, 
India faced its largest food import requirements since the war. In this 
emergency, India sought and received a loan from the United States, with 
delivery in wheat and the rupee proceeds from the sale of wheat in India 


"In Ceylon, at the same time, savings deposits rose by Rs.64 million during the 
year, postal savings (nearly Rs.4 million per month) accounting for most of the 
increase. 

* For an analytical examination of the Thai failure of 1951, see Bisudhi Nim- 
manhaeminda and Renoo Suvarnsnit, “Problems of Government Bond Sales in Thai- 
land”, a contribution to the ECAFE Working Party of Experts on Mobilization of 
Domestic Capital. E/CN.11/I&T/W P.1/L.26. 
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set aside for planned development projects.”® India also received an_ 
increased import quota under the International Wheat Agreement, the 
additional wheat coming mainly from Australia and Canada. The Indian © 


supply was augmented further by 66,000 tons of rice and 450,000 tons — 


of coarse grains from the mainland of China, in exchange for jute. 


South Korea had supplied rice to Japan and northern Korea before the 
Second World War, and after a succession of lean years had resumed a 
rice-surplus status in 1949/50. The Korean war, however, returned south 
Korea to a dangerous deficit status. This was not only due to actual fighting 
and erection of military installations in rice areas, but more significantly to 
loss of man-power and to reduced supplies of fertilizer. The 1950/ 51 crop 
was short, and the price of rice rose at an increasingly rapid rate. To 
counteract to some extent this alarming movement in rice prices, the 
United States Army’s Japan Logisti¢ Command and the Government of 
Thailand reached an agreement early in 1952 providing rice for south 
Korea against payment in United States dollars. 


Price control of basic cost-of-living commodities, sometimes accom- 
panied. by rationing to consumers, subsidy payments to producers, or 
limitation of exports®° operates in most countries of the region. Com- 
prehensive control of all prices, however, has not been tried. The record 
of price control has been encouraging only where the Government has 
been able to secure physical possession of a substantial part of the stock 
of the controlled commodities and to supervise the distribution effectively. 
Otherwise, enforcement is poor, especially in rural areas. The Government 
cannot afford adequate special enforcement staffs, and enforcement is left 
to the police, who are generally over-burdened with other duties. 


Selective price control does not seem to have caused so much shifting 
of production from essential (price-controlled) to non-essential (free- 
market) goods as it might be expected to cause in Western Europe or 
America. The significant shift of agricultural labour from foodstuffs, 
particularly the staple grains, to such materials as rubber, cotton, and 
oilseeds, may appear to be an exception invalidating this statement. This 
shift, it is true, appears to have resulted almost entirely from considera- 
tions of relative prices. It was probably accentuated by both domestic and 
international controls of grain prices. However, it would almost certainly 
have also occurred under free market conditions. Major responsibility 
should not be assigned to price controls. 


It should be remembered that imported goods are favourite objects for 
selective price control in the ECAFE region. Shifts out of their produc- 


“ This feature, like an increased rate of personal saving, operates against inflation 
by reducing the active money supply and the total money income, at the same time 
that the increased supplies of aid goods—in this case, wheat—operate from the supply 
side. The United States has incorporated the accumulation feature in many of its 
relief and loan transactions. 

® Quantitative export limitation, except in temporary or crisis situations, is most 


frequently limited to raw materials, capital goods, strategic items, and goods involving 
high import content. 
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tion are impossible within the importing country, which is also the price- 
controlling country. In domestic industries, shifts in production, which 
may be slow in any event, are further retarded by other controls, ranging 


from allocation of imported raw materials to outright licensing of in- 
dividual businesses. 


However, even in India and on the Chinese mainland, where controls 
are most fully developed, the basic barrier to such shifts is probably their 
technological difficulty. Thus, on the Chinese mainland, industrial prices 
have been relatively free to rise while agricultural prices have been con- 
trolled strictly, but the effect has apparently been rather increased auxiliary 
industrial production by the cultivators than desertion of agriculture for 


‘industry.*+ 


The 1950-51 inflation resulted in substantial extension of the price- 
control mechanism in three countries, namely Indonesia, the Philippines 
and Thailand. In Japan, on the other hand, a trend toward decreasing 
subsidy payments continued in the interest of a balanced budget without 
tax increases in face of expanded national security expenditures. The 
Japanese Government, in fulfilment of election pledges, also proposed to 
decontrol rice, starting with the 1951/52 crop, but eventually decided to 
retain this keystone of their remaining control system in order to avoid 
pressure for wage increases. Proposals for widespread price control and 
subsidies were made in Malaya during the first half of the year, but were 
opposed by the Government on the ground that price control was unen- 
forceable and that subsidy payments, by increasing government expendi- 
tures, would increase inflationary pressure in the aggregate while shifting 
it from the commodities proposed for subsidization. As a weak substitute, 
Malaya-enacted regulations required price publicity through compulsory 
price tagging ; Thailand did the same in early 1952. 


Among countries with a considerable armoury of direct controls, it is 
interesting to contrast the experience of Ceylon and India. In Ceylon, with 
negligible defence expenditures, a positive trade balance and an export 
tax windfall, it was possible to increase subsidy payments on rice without 
severe budgetary strain.** As a result, the consumers’ price of imported 
rice was cut twice during the period 1950-51, balancing cost-of-living 


“The impact of the differential price movements upon the Chinese farmer has 
undoubtedly been decreased by the simultaneous decline or elimination of his rent 
payments as a result of land reform. Furthermore, the Government of the People’s 
Republic of China is a strong advocate of decentralization of population from the 
cities to the countryside. A higher incidence of under-employment in industrial areas 
may be a third factor preventing movement. 

The Central Bank of Ceylon points out, however, that in December 1951 the 
subsidy bill was running at about 22 per cent of total current expenditures of the 
Government. “So far as the Bank knows, in no other country in the world was a 
basic foodstuff subsidized to the same degree as rice in Ceylon.” Also important was 
the effect of food subsidies in slowing down uevelopmental expenditures. “Already 
in early 1952, the rate of actual spending on rice and flour subsidies has exceeded that 
on the total of Government’s development projects under the Colombo Plan.” Central 
Bank of Ceylon, Annual Report of the Monetary Board to the Ministry of Finance, 
1951 (Colombo, 1952) p. 15. 
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increases on other items. The difficulty of maintaining this offset, however, 
will become greater with increases in the import price of rice, especially 
if the Government’s export duty receipts decline at the same time. In 
India, on the other hand, with a less favourable budgetary and trade 
position, it was decided to reduce subsidies and to permit increases in a 
number of official prices in line with the increased cost of imported 
materials. Cloth, sugar and steel products were affected in 1951, and 
food subsidies were abolished as from April 1, 1952. 


In a number of countries, the desirabiilty of physical control by a 
public agency of the stock of goods to be rationed or sold at controlled 
prices, and the profiteering which has been rife among those fortunate 
enough to secure scarce import licences, has led to a substantial volume of 
state trading as a means of price control. Such a system, with purchase 
of imports and sale at or near their landed cost, is an important element 
of price control in Ceylon and the Philippines. In the Philippines, the 
Price Stabilization Corporation (PRISCO) is establishing a network of 
stores throughout the Islands. Thailand, in addition to state trading and 
price controls, has attempted an experiment in monopoly trading, giving 
its War Veterans Organization a monopoly of the commercial slaughter 
of pigs as well as of the entire railway freight agency ; high administrative 
costs and lax enforcement (in the case of pork) have thus far prevented 
the expected stabilization of prices. Pork, for example, continues to be 
quoted at 25 to 50 per cent above the official figures. In Burma, Malaya, 
the Philippines and Thailand, supply of imported goods at favourable 
rates to consumers’ co-operatives is used as an anti-inflationary device. In 
a number of cases, including rice in Burma and firewood in Hong Kong, 
government agencies do not normally engage in domestic trade, but are 
empowered to use their stocks as buffers to stop price rises. The distribu- 
tion of foreign aid goods gratis or well below market prices is currently 
important as an anti-inflationary device only in south Korea; its importance 


there was reduced by the small volume of goods available for distribution 
in 1951, 


In Western Europe and America, concern is sometimes expressed as 
to the long-term consequences of the suppression or repression of inflation 
through direct controls. If prevented by price control and rationing from 
spending their incomes as they desire, consumers may increase their cur- 
rency and bank accounts abnormally, or hold abnormal amounts of gov- 
ernment securities. These additional holdings of money and near-money 
are sometimes given the name of excess liquidity. Eventually, however, 
the accumulation of excess liquidity may hold no further attractions ; 
rather, the desired rate of spending will return to normal or above normal. 
Evasion of controls will become more general, particularly if consumers 
try to reduce their excess liquidity. Alternatively, it may become dan- 
gerous to remove the control system, except in a period of widespread 
depression ; for with the removal of controls, a rush to spend some or all 
of the accumulated excess liquidity, in addition to current incomes, will 
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ensue. The result will be increased inflationary pressure, which will then 
have been postponed rather than avoided by the control system. American 
postwar experience is often mentioned as an example of inflation repressed 
by accumulation of excess liquidity in wartime (1942-45), followed by 
rapid dispersion in the next two years, with inflationary consequences. 


In the region, however, there are grounds to expect repression of 
inflation to be more permanent. As has been mentioned, even the most 
extensive systems of price control apply only to important working-class 
cost-of-living commodities; food, clothing and rents are most frequently 
included. When shortages arise at the controlled prices, temporary saving 
or excess liquidity is less likely than the purchase of uncontrolled goods, 
even when the prices of these uncontrolled goods have risen substantially. 
In other cases, the uncontrolled goods may be semi-luxuries and luxuries, 
including jewellery and ornaments. Services, particularly motion pictures, 
in many countries also receive funds which would probably have gone for 
basic food and clothing in the absence of controls. In any event, excess 
liquidity is not a major problem in the region, except possibly in Ceylon, 
where there are limits to the frequency with which the successful flotation 
of long-term government securities voluntarily among non-bankers could 
be repeated as an anti-inflationary measure. 


PRICE MOVEMENTS IN BURMA 


It may be desirable to consider in somewhat more detail the country 
which has experienced price declines during 1950-51, namely Burma, and 
the area which has experienced the most rapid and dangerous price 
increases in the same period, namely south Korea. 


The war had left Burma in a state of inflation and in the early postwar 
years (1946-48), with the return of peace, the restoration of normal 
trade relationships with the outside world, the import of consumer goods 
and the recovery of rice production, prices in Burma had been declining 
and beginning to adjust themselves to world parity prices. Thus, the cost 
of living index (1939 = 100) fell from 717 in the first quarter of 1946 
to 576 in the first quarter of 1948. 


Towards the end of 1948 and in 1949, with the outbreak of the dis- 
turbances, prices rose again, and at one time in 1949 were even much 
above the highest level prevailing in 1946, the cost of living index in the 
peak month of 1949 being 772. This was due mainly to a decline in gross 
domestic output from 68 per cent of prewar in 1947/48 to 62 per cent in 
1948/49 and to 59 per cent in 1949/50, coupled with restrictions on the. 
import of consumer goods. 


After 1949 prices declined and the cost of living for the first quarter 
fell from 560 in 1950 to 496 in 1951 and 487 in 1952, owing to a number 
of factors. First, with the gradual suppression of insurrection, there had 
been a recovery of production, as a result of which the gross domestic 
product rose from 59 per cent of prewar in 1949/50 to 67 per cent in 
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1950/51. Second, in order to ensure that, in the world scramble for goods Bs 
_ following the outbreak of the Korean war, Burma had sufficient stocks of 


consumer goods, the Government towards the second half of 1950 made 
considerable relaxations in import controls. As a result, the quarterly 
quantum index of imports into Burma almost doubled for the period 
third quarter 1950 to fourth quarter 1951, the average figure being 166, 
with the first two quarters of 1950 taken as base. This factor appears to 
have been particularly important through the first quarter of 1951. Later 
in 1951, with the over-siocking of textiles, the quantum of imports fell 
to 91 in the fourth quarter. 


A third factor is that the Government, through the Union Bank of 
Burma, has deliberately held abroad in foreign currency the greatest 
possible proportion of the receipts from rice exports earned by the State 
Agricultural Marketing Board. The Union Bank’s holding of gold and 
foreign exchange has more than doubled since the outbreak of the Korean 
war, from a total of Rs.219 million at the end of June 1950 to Rs.302 
million in December, Rs.335 million in’ June 1951, and Rs.470 million at 
year-end. By holding these funds idle, the domestic supply of funds 
entering: into Burmese incomes is reduced correspondingly. At the same 
time, the Government has, despite the rise in the foreign price of rice, 
kept constant its domestic purchase price paid to producers of paddy since 
1948, thus holding down rural purchasing power. 


The price decline in Burma is also due to the low level of private invest- 
ment which has caused private savings to exceed considerably private 
investments.*? For despite some restoration of law and order, private 
investments (mostly foreign) have not yet got under way. In mining and 
quarrying, for instance, gross domestic product (at 1947/48 prices) was 
only Rs.28 million in 1950/51 as against Rs.358 million in 1938/39. 


The price declines in Burma would have been greater but for the excess 
of the Government’s home outlays over home receipts. The Government, 
in its over-all (total of local and foreign currency) budget position, 
has on a cash basis achieved four successive budget surpluses producing 
an accumulated surplus of Rs.440 million over the four-year period ending 
1950/51,8* owing mainly to postponement of development projects, and 
to the profits on rice exports, which are made in foreign exchange, of the 
State Agricultural Marketing Board. In so far as the Government’s local 
currency expenditure has been partly financed from the rupee counterpart 
of the rice profits (i.e., from receipts in foreign currency), this has resulted 
in an excess of government home outlays over home receipts. For 1951/52 


® The Government in its 1952 Economic Survey has estimated that in 1950/51 private 
savings exceeded private investment by Rs.116 millions. 

“The surplus on a cash basis, which reflects actual receipts and expenditures, is 
much larger than that on a budget basis, which reflects accruals and in some cases 
estimates. The cash basis is of greater significance than the budget basis in judging 
the impact of government fiscal policy. The accumulated cash surplus of Rs.440 


million for 1947-51, therefore, is not comparable statistically with the estimated 
budget deficit of Rs.230 million for 1951/52. ’ 
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the Government has drawn up a “welfare budget” in contrast to the 
“police budgets” of earlier years.** Budget expenditures are scheduled to 
rise from Rs.540 million in 1950/51 to Rs.810 million in 1951/52, and 


the four successive surpluses are to be succeeded by a budget deficit of 


; Rs.230 million financed out of balances accumulated abroad. The Union 


y 


Bank of Burma, however, has expressed doubt whether the budgeted 
expenditures will actually be made, particularly those for development 
projects, and whether the budget deficit will actually materialize on the 
cash basis. If the government surpluses of past years are changed in future 
into deficits as planned, this will mean that not only will there be an 
over-all deficit, but that the excess of home payments over home receipts 
will be even larger than the over-all deficits, inasmuch as some of the 
profits on rice in foreign exchange are used to cover the over-all deficits. 


RUNAWAY INFLATION IN SOUTH KorREA 


If the perils of disinflation are illustrated in Burma, the more familiar 
dangers of rampant inflation are illustrated once more by conditions in 
south Korea. Inflation is no stranger to this area; prices have risen 
almost steadily since the last days of the Second World War, as indi- 
cated in table 70. There were only a few pauses, the longest of them 
occurring in early 1950 and being ended abruptly by the outbreak of 


Table 70. Price levels in south Korea, 1945-51 


(1947 = 100) 
Wholesale price tndex Retail price index 
(Seoul) usan 
20S art Ne a ere ee pes 20 
LEGIONS ie aca aS a cs ey ee i 55 59 
ULE gs ae: Sn eee 2 ee eee a 100 100 
WLS) nt ye 8 Se oe eS een eee 163 168 
(TEE os OP ae Seen ee Pee ne 223 207 
Lie eee eS, 2 eee 590» 474 
RR Re a rd et Betooua 2 cies Be 2,353 
EPG B80 Wg Me Ee ot ees ere ee ¢ 1,118 
Gre AE Ree es IR ry tg Ne Neg 8 vee os cam eS ; 1,399 
NTE e eee is et orescence oy fale whe ne we 1,934 
(Pusan) 

Paste oO Soe ERT gia a CR aT 1,564 2,015 
ie Pe rh yes ae 1,546 1,746 
Seen ae are Pe erae TP les dct wtiaie Fie wt eis. 1,671 2,062 
Matyas oo iets oe RA 2 eae se IT Ds 2 2,033 2,534 
DURAICT SG Bsk egress ae eege e a 2,218 2,911 
S Gries lajeiy Me Wonk Cie Reig eee te eee 2,550 3,114 
Biss Ge cee ee ee 2,852 Oy 
RVG UCEIIGLe tiated, toa ies Riad dad anede ene > 2,565 2,997 
1D PEGS ee 5S he Peer Ce eee eee 2,599 SpA 

Source: Bank of Korea, Monthly Statistical Review. 

a December. 


b Average of indexes for June and for the week ending 4 December. 


® The strictly “welfare” components, however, have been estimated at 25 per cent 
of total current expenditures, as against 60 per cent for defence and police. On et 
capital side, $US 3.3 million are included for capital projects postponed from earlier 
years, as well as $US 3.0 million for a survey of industrial potentialities. 
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war, since when the pace of inflation has accelerated. The price rises 
since June 1950 has been proportionately even greater than those in 
the interim between 1945 and the Korean war. The Korean inflation 
is by far the most rapid in the region. Thus far, however, the Korean won 
remains an accepted medium of exchange, despite the sharp rises in the 
price of rice in the first quarters of 1951 and 1952 (the latter not re- 
flected in the table). Partial or complete salary payments in rice are not 
unknown, but they are not as yet the general rule. 


Within south Korea, the inflation caused by war was, like most war-time 
inflations, a compound of scarcity and treasury inflation. Until April 
1951, both the Republic of Korea and the United Nations forces financed 
the great bulk of their local-currency military and allied expenses directly 
through borrowing from the Bank of Korea, which was reflected in 
increased note issue. At the same time, a temporary near-cessation of 
civilian imports, plus war destruction, led to severe shortages, concentrated 
in food, fuel and housing. As the comparison of sectional price levels 
shows (table 71), the miscellaneous amenities of life, and even clothing, 
lagged far behind fuel and food in the rapidity of price increases. 
(Statistics on rents are not available.) The rice crop of 1951/52 was 
short; the price of rice suddenly doubled in February and March 1952, 
concentrating the scarcity inflation more clearly on food.** Wage-earners 
in Pusan, whose money earnings had lagged far behind prices, were 
forced to spend from 80 to 90 per cent of their incomes on food in March 
1952, 70 per cent of the expenditure being for staple grains alone.*? At the 
same time, producers and merchants in less essential lines complained of 
money shortages and lack of consumer buying power. Far from increasing 
production, inflation in a scarcity situation may have actually reduced it. 


Table 71. Sectional retail price levels in south Korea, December 1951 


(1947 = 100) 
Pusan Seoul 
ROOGa ate. ha oh 4 Neate bi ORE gemeieee mera 3,222 2,544 
Clothing tc neces c coe ee acbeercceceae 2,253 2,433 
Hire] Oe, oe aw ieee CCR Cale ES RO ae 4,536 3,651 
MaiscellaneonS™ 3.6 en otetuenh oe eee eee 1,575 1,313 
A licomingtites raent cs Ueru tea ceeeentiere owl 2,653 


Source: Bank of Korea, Monthly Statistical Review, No. 42 (January 1952). 


During the year 1951, two developments occurred which, it might seem 
at first glance, should have checked the inflation more sharply than they 
actually did. On the fiscal side, the Republic of Korea brought its budget 
into balance, and indeed was able to draw down its advances from the 
Central Bank every month from May through November (table 72). On 


“A similar seasonal rise in the price of rice occurred in 1951, in anticipation of 
future shortages. 
*“Engel’s ratio” of food expenditures to total expenditures is accepted widely as 


being inversely related to the standard of living. A value of 60 per cent or higher is 
an indication of extreme poverty. 
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the international side, the unexpected export surplus of 1950 was replaced 
by the import surplus characteristic of south Korea since 1945, the shift 
being due primarily to increased civilian imports.’ 


Increasing scarcities of goods as the war progressed, with production 
falling off and stocks becoming exhausted, were not overcome by increased 
imports. It is generally agreed that prices would have risen in 1951 from 
this factor alone, in the absence of changes in aggregate demand. This is 
shown by the rice price movement of February and March 1952. In fact, 
aggregate demand increased as well. 


The effects of the Republic of Korea’s cash surplus thus far in the 
1951/52 fiscal year are shown in column 2 of table 72 as a decline in the 
cumulative net advances to the Government by the Central Bank. When 
coupled with the policy of sterilizing proceeds from the sale of aid supplies 
(column 3), which are kept in special accounts, the Republic’s financial 
policy has cut down the cumulative effect of treasury inflation in Novem- 
ber to little more than one-fourth its volume in March (column 4). How- 
ever, loans to government agencies by the Bank of Korea increased 
sharply in the last two months of the year (column 8) to double their 
total at the outbreak of hostilities in June 1950. This showing, moreover, 
has been achieved on the basis of a budget which has been criticized as 
incomplete in that provision for public health, refugees, highways, and 
railroads has been left almost entirely to the United Nations. 


Almost half the entire money supply in November 1951 arose from 
balances created and notes issued by the Bank of Korea for local currency 
payments by the United Nations (columns 1 and 5). Approximately 85 
per cent of these advances to the United Nations forces were made during 
1951. There have been many requests that they be repaid, either in goods 
or in hard currency, so that the volume of goods can be increased or the 
money supply reduced. To some extent this has been done; a 63,052 mil- 
lion won repayment to the Republic of Korea was made in October but 
had not been deposited in the Bank of Korea by the end of the year. 
Further repayment was delayed by disagreement as to the proper won- 
dollar conversion rate.*® As has been indicated above, much of the United 
Nations expenditures have paid for civil governmental functions, which in 
less unsettled conditions would properly be the responsibility of the Re- 
public of Korea itself. 


Smaller in size at the end of 1951, but still substantial in increasing the 
money supply and money income level, has been a secondary inflation due to 


*%In millions of won, which fell by approximately 34 in value between mid-1950 
and mid-1951, exports rose from 32,573 in 1950 to 49,667 in 1951. The quantum of 
exports fell sharply. In millions of won, imports rose from 5,213 in 1950 to 121,828 
in 1951. Imports are entered at official rates which over-value the won, so that the 
bulk of this value increase is actually a quantum increase as well. 

® The official rate is 6,000 won to the dollar as against 1,800 at the start of hos- 
tilities. Inflation in Korea has rendered the 6,000-to-1 rate unrealistic in purchasing- 
power terms; the free-market rate for U.S. dollar notes reached 14,000 won to the 
dollar early in 1952. 
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_ loans by the commercial banks and the Bank of Korea (columns 6 and 7). 

_ The volume of such loans, which are mainly for the export industries and 
for reconstruction and development purposes, approximately tripled dur- 
ing 1951. A further 200 million won increase is planned by the Bank of 
Korea for the coming fiscal year 1952/53 on the apparent theory that 
loan expansion is inflationary only when it outstrips the expansion of 
bank deposits.*° These loans may well become the major single source of 
further inflation in Korea, assuming cessation of the war, unless they are 
‘checked by legislative or administrative controls. 3 


The bulk of the loan expansion has been for purposes connected with 
physical reconstruction and export expansion, but these stated purposes 
have been slow in accomplishment. Despite the increase in the money 
supply, there has been a continuous money shortage with respect to capital 
projects of all kinds. The concentration of expenditure upon the necessi- 
ties of food and shelter has precluded much voluntary saving, although 
the Republic hopes to sell reconstruction bonds to the public to finance 
part of the costs of reconstruction. In addition, the inflation has channelled 
savings into hoards of goods and foreign exchange, while increasing the 
money cost of capital projects. Furthermore, the real value of the total 
advances under discussion hardly increased during 1951. The credit volume 
kept approximate pace with the price level. Bank lending is clearly an 
effect of inflation as well as a cause. 


The economic problem raised by the control of lending is rendered more 
complex by its relations with the restoration of productive capacity in 
south Korea. The bank loans sought for large-scale reconstruction are 
unquestionably inflationary. They will increase money incomes well in 
advance of real output. There is no certainty that the increased real output, 
when it appears, will offset the earlier inflation. The chances are rather 
that it will not, because of “spiral” effects on costs and prices in the 
meantime. On the other hand, there is no certainty that the increased real 
output which is needed desperately can, in face of the money shortage, 
be produced without credit expansion. In Korea, with hyper-inflation 
threatening, one quantitative problem paradoxically takes on almost the 
same form as in Burma, with its stagnation danger; how much inflation 
is worth how much recovery of production? There is as yet no general 
answer, and the problem is still further complicated by the uncertainty 
of a priori calculations as to the quantitative relationships between pro- 
duction and price levels. 


The pressure for loan expansion in the Korean case will increase if 
many of the imported materials and heavy capital instruments needed for 
reconstruction projects are acquired through gifts or loans from abroad. 
If available, they certainly should not be wasted through failure to finance 
the won expenditure for the labour and other materials required to put 
them to use. Nevertheless, bank loans to finance these expenditures will 


“Such a “deposit ceiling” theory ignores the fact that bank loans create additional 
deposits, so that the supposed ceiling is no ceiling at all. 
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be as inflationary as any others of equal amount. The availability of 
foreign capital equipment does not lessen the inflationary impact of what- 
ever loans must be made to put the equipment into use. It decreases the 
amount of reconstruction loans, but simultaneously increases the urgency 
of the demand for them. As a result, it is possible that capital equipment 
for reconstruction may be forthcoming only to the extent that local cur- 
rency for labour and materials can be set aside in advance in a counter- 
part fund by non-inflationary means. 


The south Korean system of direct controls was never outstanding for 
scope or effectiveness. It has largely collapsed during the war. What is 
left is principally a system of import quotas (but with free exchange 
rates), and a rice rationing programme which affects 314 million people 
in various categories*! and consumes approximately 522,000 tons of rice 
a year. The import quota system, while safeguarding Korean foreign 
exchange reserves, is probably slightly inflationary in that it restricts the 
volume of essential imports. The rice-rationing system was coupled in 
1951 with a land income tax to be delivered in kind (principally in rice). 
There was much hope and reliance upon this combination as an anti- 
inflationary device. Less than one-third of the planned amount could in 
fact be collected, however, partly because of poor crops and partly because 
of outright evasion. The Government could not make good on its ration- 
ing commitments, and the rise in the free-market price of rice was 
aggravated. 


“These categories include government workers, the armed forces, the police, 
refugees, poor farmers, certain industrial workers, convicts and public service workers. 
In the first three categories, families are also included. 
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Statistical tables 


PART I. PRODUCTION 
APPENDIX TABLE I.1 
Indexes of production of selected commodities 


Agricultural products 
(1934/38 = 100) 

1948/49 1949/50 1950/51 1951/52 
95.0 92.0 95.0 =o 


- 


All food and fibre crops combined ............ 


EE ee Pt Ret oe ies ae po sk wi3's be, eles 98.9 97.3 97.2 98.4 
Wheat Nene Sten Meet Se RR ee Oey SS ae cae os 101.1 93.7 105.2 109.5 
PSA ENT SOPRUTNS 6 oon Fosse ke ce we ws « 90.7 90.1 91.8 91.8 
Meze 3... Eons set ele Wak cmsinienom'nan > omens 106.8 101.4 102.1 108.9 
Vegetable oils and oil seeds ................. 93.8 92.5 100.0 106.3 
SU ETE tat ah ie er 77.0 78.4 82.4 93.2 
See a eR AS cae om, oS nye, via ere Se 85.7 85.7 100.0 100.0 
PRPS Ca teat UO Scdite 3h Gace SoS be gk eee 58.3 60.9 74.1 84.0 
a a a = ee 73.2 63.2 75.8 108.7 
Se Cee ee ee ne ee oe 22.4 26.5 22.4 26.5 
Mn ieee habe koe aes, Sass Sele > vee cee 4] 3/2 53.9 70.0 
ILE no ONS JR SS ee eg ee 164.8 160.9 201.3 201.1 


Industrial products® 
(1938 = 100°) 


1948 1949 1950 1951 
TEES 5 RS Done ee ee a 88.1 96.2 98.1 107.6 
ELAS SVR SD aye, eis So SS atte a 134.8 eae 163.6 176.2 
Mis arte OUR ALCS e epi, wep ie ermiv dnele 6s Sas's 3 81.2 92.7 99.8 97.2 
Recrrmrernia SAN er arte See t's ale ewe ae inic oso on enw = 48.3 66.3 83.5 94.5 
Ieee Atte SELL ORACOYS 3 Se esd pip.wie.e 8 oxo Ba» or 63.7 88.7 109.8 139.2 
DECCM IHD UEt ANC CASENIES Gin. edicids auc ceces cee ue - 48.2 72.3 101.5 129.4 
(Dante Be eee ee nee eee re 56.1 86.3 109.9 148.1 
TG Se 0 A, ee ee ee are 63.7 61.8 61.7 74.9 


Sources: Indexes of agricultural products are compiled from data supplied by FAO, 
and indices of industrial products from data supplied by United Nations Statistical 
Office and national sources. 

a Countries included under each product in this table are as follows: 

Coal: India, Indonesia, Japan, Malaya, Pakistan and Vietnam. 

Electricity: Burma, Cambodia, Ceylon, Hong Kong, India, Japan, Pakistan, Philip- 
pines, China (Taiwan), Thailand and Vietnam. 

Tin-in-concentrate: Burma, China, Indonesia, Japan, Malaya and Thailand. 

Iron ore: Hong Kong, India, Japan, Malaya and Philippines. 

Pig iron and ferro-alloys: India and Japan. 

Steel ingots and castings: India and Japan. Aes ; 

Cement: Hong Kong, India, Japan, Korea (south), Pakistan, Philippines, China 
(Taiwan), Thailand and Vietnam. 

Cotton yarn: Ceylon, India, Japan, Pakistan and Philippines. 

bFor Japan, the base period is 1936 = 100. 

© Metal content. 
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APPENDIX 


Per cent distribution of animal units by kinds of livestock, 1949/50 


; Cattle 
Burma ete nacrieaee reer mets 81.4 
Ceylon 3.7 aden toma ote 63.0 
Chinas (22) prov.) mee anaes es 37.7 
MING aG wis crcdotstelertciie trae cole 68.6 
indochitiayeeasvnyae tore cteioien 41.9 
Indonesia (hess so cacao aoe 42.0 
Japan or et coe aoe eas 89.1 
Korean (GOtth) muerasrae eee 82.8 
Malaya (Hed) acacuaceees. 38.5 
Pakistan tastevoosh oa teent oe « 72.8 
Puilinoines etree te ee 16.4 
REGIONAL TOTAL ........... 62.8 


Buffaloes 
16.3 


Sheep 


Goats 
0.4 
2.4 


Pigs 
1.9 


Total 
animal units 


100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 


100.0 
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APPENDIX TABLE II.4 


External trade in cured and fermented fish, crustaceans and molluscs 


(Tons) 
1938 

Fish, cured (dried, salted or smoked)* 
Ceylon 

Aimports ye tance c ein eee Men One are 23,838 

EXPOCtS we air tas tus evele dis cele a remee tare 
India 

[mportsisces ins soe cole tam radiate tee ats 4,790 

EXports © ..t mac eunotn fet rerio ame om 4 
Indochina 

TinpOrts pes n sat wate. pores « hob aleroveesecie.e = 127 

EXDPOLtStaescunaceiaanoe aes oa naet 32,275 
Indonesia 

IM POrts:s .veccta-t ke tenn pee eae Tete == 61,786 

FSXpOrts. 9 © semennerssee cs er ona eras oe 1,613 
Malaya 

TIMPORts ge tester eran oo eeteatel te oases ee 51,957 

EX portse Rteein hace aechenouuaen danratore 52,965 
Pakistan 

TmpOrtsar ge stens pecaaee aioe glace wes ohana sen 

ESXOOLtSieoua deites ate waa cranes oe 
Philippines 

Imports) “loacs to deate evens a wee Same 1,339 

TEXPORES Maen nits Sere neers See sale ore 194 
Thailand 

TIPOL Sa ete ee kw ice crake dtenitetiye wax 

IEXPOrts wae chester ae ee ees ace 26,720 
Cured crustaceans and molluscs 

and fermented products> 
Hong Kong 

Linports guste. Sern atone aieore Gee eae 1,873 

IEEXPONtS Meet ,cae . atte «lve ene cma 1,073 
Indochina 

Lin ports' me auvmerin arcana we ns eer tes 158 

IO XpOlts warn; sehr Mtonteee he etek 2,267 
Indonesia 

TenpOkts* wae vee oaok cts CheaS es A en 565 

ECXKPOT tae ics Salter it catenin toon cea 1,689 
Malaya 

UM POTtSe eae cet swine ent eee 657 

EDX OOTtS as cvs atu emetic Weawy Ue ee 2,040 
Philippines 

THPOLES a> whee Atv MS LCER ree ne eee 343 

UX DOL ES Teetea rs oer TR eee nee Secs 
Thailand 

LMPOrts roe ooh. icicles Ee RRNA ee 

ES DOLts iy ac mee cat ME EE es a 697 


8 Includes dried shark fins and fish maws. 


1947 1948 
30,688 28,797 
1962 2,927 
18.134 11,929 
26 
2,187 
7,994 2,270 
57 37 
15,402 11,745 
10540 5,584 
4335 
515 750 
58 14 
191 273 
2,097 291 
740 6,412 
332-1319 
at 135 
818 
4626 5,746 
66 50 
1,767 1,417 
1,530 1,006 
425 444 
133 118 
808 «623 


1949 
28,250 
48 


3,159 
16,324 


59 
1,840 


2,992 
147 


10,915 
6,245 


5,239 


849 
23 


120 
6,803 


1950 
32,009 
42 


4,273 
19,651 


>Includes dried shark fins and fish maws. Not listed as separate items under the 


trade data for Ceylon, India and Pakistan. 
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APPENDIX TABLE II.5 
Quarterly average prices of major oilseeds and oils exported by ECAFE 


countries in specified markets 


Manchurian 
C. Palm oil » 
s ieee Coconut ___f.0.b. Singapore Groundnut Groundnut hae 
No.1 oil Confract Free kernels oil European 
Singapore*® Manila*® prices? pricee Bombay® Bombay* ports 
$M/133.3 Pesos/100 £st./2,240 £ st./2,240 Rupees/ Rupees/ £ st./2,240 
Ib. kg. Ib. 1b. 82.3 lb. 82.3 Ib. Ib. 
1950 
| eee 36.8 66 74 fe 29.9 65.6 nominal 
ep esos 63 74 88 32.4 68.34 40.1 
Ftis 2 420 67 74 98 33.1 70.7 42.0 
EV = 35. - 44.6 72 74 sie 30.7 67.1 41.2 
Year 40.2 67 74 31.5 67.9 41.5 
1951 
Yt pepne 55.3 90 104.5 142 34.7 76.0 51.4 
II 44.5 74 104.5 163 36.4 79.2 56.8 
III 5 red 58 104.5 144 29.3 65.4 48.6 
Vir eg oe 58 104.5 - 28.8 65.3 53.8 
Weir sc 459 70 104.5 a Syan! 715 52.6 


8 Wholesale price in the domestic market. 

> Contract price between large estates and the British Ministry of Food. 

e Rough estimate; simple average of the highest and lowest quotations during the 
quarter. 

4 May and June only. 
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APPENDIX TABLE III.1 


World production, trade and consumption of raw silk 


Production 


apa eee Settles 


Imports 


United States 
Brances =. cee. 
United Kingdom 


Switzerland 


Consumption 


J ADAME ae at ieee 
United States 


Francesa ew «ater 
United Kingdom 
IRE Ny Sirothen ere 


Switzerland 


meer (ae oe 2.80 


(Thousand tons) 


1938 


sins atlanta: Stele 43.15 
OnE ta 3.18 


ee 


Figures in brackets are estimates. 


a Exports only. 


> First eight months only. 
¢ Includes Cyprus, Bulgaria, Hungary, Romania, Syria and Lebanon. 


4 First 9 months only. 
e First 10 months only. 
{ First 11 months only. 


& Includes some silk exported. 


1948 


7.98 
sof 


1949 


1950 


8.89 
(.34) 
1.03 
(.73) 


_ 
Sow 
mn 


1951 


10.71 


eee! d ; - 
eS : 
ae nes 
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APPENDIX TABLE III.2 
oS Rubber production and consumption 
; (Thousand tons) 
y ~ 1938 « 
me ing 1949 1950 1951 
Natural rubber 
DUMP AM EERE Mes Garena ctr s ss hye 365 682 705 615 
UG RS a hee Se Ge geen ee 439 704 818 
ED ee eee 51 O1 115 107 
Miethans ana Cambodia . ol. 3.3 s. os. 5. c 61 44 49 53 
Other 5, OE eee eee eee 91 183 226 211 
Si rie EPOMN Ete wsiieinh ot Pe Sk a xsa a GAs bes vs 891 1,439 1,799 1,804 
IME SG Ng Fl net pe a eee 925 1,514 1,890 1,910 
Synthetic rubber 
Deena aS Ee ee eee 6 447 543 923 
Consumption 
Natural rubber 
Shao 2 et 5.a hs Bee Soe ee 444 584 732 461 
SSE CeS ELL TRE tae Soe ow cn ga earns 526 877 1,001 1,063 
Tea Re ee err een 970 1,461 tE7S2 1,524 
Synthetic rubber 
OSs a ee Re eee See — 421 547 771 
TES siti ats eee Ba eee 5 36 42 57 
LOSES arg 2 Na ee = ere ge eee 5 457 589 828 


Source: Secretariat of the International Rubber Study Group, Rubber Statistical 
Bulletin. 


APPENDIX TABLE III.3 
Exports of hides and skins 
(Thousand tons) 


1938 1948 1949 

BMA Se aaaies nade oe 2 17.9 12.8 18.6 

RHICSIA nS Ee oo a ies 25 1.9 

AES ET eee ee, Sie Seer ie 6.2 14.3, 14.3 

4 ToraL 29.6 29.6 34.8 


Source: Year Book of International Trade Statistics, 1949, by the United Nations. 


APPENDIX TABLE III.4 
Production of iron ore (metal content) 


(Thousand tons) 


Total 
Hong Kong India Japan Malaya Philippines Thailand EC y FE* 

HOSS 259 — 1,788 303> 1,051 565 os 3,707 
ROARS ie es — 1,483 299 -— 10 — 1,792 
OAS pte oe a5 30 1,824 389 6 207 — 2,456 
BOSC Pee ae + « 86 1,921 440 324 322 3 3,096 

ee OST Pe esos 82 1,921¢ 468 550 476 7 3,504 

a Excluding China. 


b 1936. 
¢ Estimate. 
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APPENDIX TABLE III.6 


Production of tin metal 


(Tons) 
Total Japan Malaya China® 
LS, 9 on Se ee ee a 79,930 1,749 64,769 13,412 
TSC 0 eR See ee 55,441 59 50,505 4,877 
TOE Gn 6 SE eee Se 68,306 295, 63,744 4,267 
Pee ees Res Sul carsicwaln as ds.ce 73,904 396 69,850 3,658 
OL Sere pete e teeter eee e neces 71,214 584 66,972 3,658 
1950 
Eee ec ee AE ota chs Cincy <b 8 18,071 63 17,094 , 914 
1 pose, eee a ee 18,226 112 17,200 914 
LOM 2 a ae ee oe 19,789 119 18,756 914 
ted 2 A ee 17,816 102 16,800 914 
1951 
pO ie Shee Sens Shc aie Ee vine Ss 17,497 137 16,446 914 
1S el ey Se eae eee ee eee en 17,932 134 16,884 914 
MY Sek, 0a eee ee 17,638 154 16,570 914 
LEO" ao ee ee a Se ae 18,145 159 17,072 914 


Source: Statistical Bulletin of International Tin Study Group. 
@ Estimate. 


APPENDIX TABLE III.7 
Production of copper, lead and zinc ore 


(Tons of metallic content) 


Copper Lead Zinc 
1950 1951 1950 1951 1950 1951 
aPalins sting ce sees svenweues 39,432 42,288 10,896 12,673 52,032 64,285 
ryote Sart aierei gas sae! pain « <\sie's 6,720 7,196 639 874 5 ab 
Philippines ......ccceseeoe 10,384 12,712 878 571 re 155 


Sources: Economic Stabilization Board, Japanese Economic Statistics; Ministry of 
Commerce and Industry, Monthly Statistics of the Production of Selected Industries 
of India; Central Bank of the Philippines, Statistical Bulletin and American Chamber 
of Commerce of the Philippines, Journal. 


® Metal, refined smelter. 
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APPENDIX TABLE V.1 * 


Iron and steel production 
(Thousand tons) 


pi ve ee = Finished steel 
India Japan India Japan India Japan 
5 Nee ae a Bite 1,577 2,072 982 5,2238 713 45488 
1948 Perna ners ic 1,487 836 1,277 1,714 870 1,263 
1949. «yeh, octets tances aie ye 1,636 1,602 1,374 3,111 945 2,22C 
1950 Seer? sane terete 1,708 2,299 1,461 4,839 1,018 3,473 
SRE re streets avote 1,853 3,226 L523 6,503 1,094 520g 
1950 
1 ee a ee AS ee 435 457 361 1,014 245 736 
DL Tedee e retin 'ats/e Sees 394 600 337 1,191 240 833 
1 at RR are ie 416 590 aie 1,211 263 819 
DV Seat Sesay vets, vie als 463 652 390 1,423 271 1,085 
1951 
UD Fiataratew ae ore wre, a tine 437 663 372 1,478 271 1,246 
LR rege Meta dete ae 467 803 er 57Z 1,654 265 1,428 
TRL ete scat oon oy scal cree 472 860 384 1,689 274 1,325 
DV Gs the S0a aera, 0 oe 477 900 390 1,682 284 1,256 
a 1936 


APPENDIX TABLE V.2 


Japan: output of selected machinery products 


1936 1948 1949 1950 1951 

Transport equipment (units) 

Railway locomotives ............ 336* 38 123 118 50 

Industrial locomotives .......... 444r% 510 44] 417 451 

Railway mireight Gars?.... sess «cs 4,872" 4,398 3,099 2,228 6,039 

Industrial freight cars .......... 7,104%+— 19.345 9,652 9,023 11,462 

Motorsvelicles o9 <iy0s tv ce eek Sec 35,844" 47,017 66,459 75,180 106,334 

Steel vessels (gross tons) ....... 294,000° 169,318 167,472 234,402 449,409 
Diesel engines and other internal 

combustion engines (units) ..... be 75,984 106,312 99,559 154881 
Machine tools (units) ............ 16,224* 8,052 6,696 4,032 9,127 
Industrial machinery (thousand tons) 

Power transmission equipment ... Pe 8.4 14.2 13.7 23a 

Marine auxiliary machinery...... a 6.0 48 8.6 11.2 

Mining and excavating machinery * 26.4 31.3 19.7 30.5 

Construction machinery ......... 10.8 6.7 9.0 10.7 

Iron and steel works and coke-oven 

plant equipment .............. at 37.2 61.9 71.4 130.4 
Metal forming machines 
AOU CU UI Dineh ts tw ose aam celeron 2 19.2 28.8 41.0 84.1 — 

Food products machinery ....... By 6.0 12.1 9.9 19.0 

Cotton spinning frames (units)... es on 1,832 2,189 6,674 

Cotton textile looms (units)..... Wy! 36,840 40,681 24,531 49,979 
Over-all index (base : 1932-36 = 100) 

Allimmachinery sys acicveaeeevhe 146.4 98.2 114.5 122.1 209.3 

Transport equipment ........... 152.0 96.2 96.7 119.3 212.7 

Other machinery: .<i sec eeenk 143.1 99.8 126.9 124.3 207.6 

® Year beginning 1 April. 

b 1937, e 


Steel vessels 100 gross tons and over. 
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APPENDIX TABLE V.4 
India: output of selected chemical products * 
(Thousand tons) 


1948 1949 1950 1951 

Chemical fertilizers 

(Aim Oniirnetstlp late mee eet: ines te een ee 36 47 48 54 

Superphosphiates’: nae osecrad cece ae oe 22 47 53 62 
Soda and allied products 

Sodatashio te ndae ova sce cee ee nee eee ae 30 18 44 48 

Gausticrsoda. orc aas oot eat nd oem oe 4 6 11 15 

Wiguidkchlorine=-s-.ascee aera arenes oe 2 3 4 5 

Bleachinie. pow detacmie sis nate areas ofecle core 2 3 3 3 4 
Sulphuricvactds ee sasccseoetan eee oe ade mice 81 101 104 109 
SOAP yeate a ccaeia cei se.citn slonste aetale Sees arose) oben 122 72 74 85 
(PApeEEAlcEpapGtepEOCUELS ater ieeere area 99 105 111 134 
Alcohol (in million litres) 

(a) Sindistrigl® 2 rceto oni vests obeeretee oe eae 17 14 22 32 

(ORE OWer ust te ae, are ee eae eee ane 17 19 20 22 


Source: Ministry of Industry and Supply, Monthly Statistics of the Production of 
Selected Industries of India. 


2100 per cent concentration. 


APPENDIX TABLE V.5 
Japan: output of selected chemical products 
(Thousand tons) 


1936 1948 1949 1950 1951 

Chemical fertilizers 

Aspmonium sulphate® 6. 6.4 s+ <0c eke 875 952 1,231 1,570 1,674 

Calcium) cyanamice@e.e,. ease aeemee oe 215 228 340 456 415 

Calcium superphosphate» .............. 1,437 956 1,162 1,408 1,506 
Soda and allied products 

Sodatashi(finished)2.0.e..0..ceuceree ce 233¢ 76 122 163 226 

Gausticn sidan. ows coat Gusts tere ots 299° 106 145 195 324 

lEiquidrchiorine sos acnc eee ce aes 10 6 ll 17 24 

Bleachinmepowder vececueuescu verdes 68 26 43 50 63 

SulohuniG sn cidl eens eee ee ee 2,891 1,946 2,581 3,248 3,790 

Dyesstitisy ee cum week cco ott wocea wee 19¢ 5 6 9 14 

poe TORS oS Ran eck eure ' en 15 26 96 146 

ANETEM raat Aeneas eter eee oda : 424 626 871 

Methyl alcohol (99 per cent) .......... 4 8 1 24 ae 

Ethyl alcohol (thousand kilolitres) .... 6 29 26 23 31 
Over-all index (base: 1932-36 = 100) 

All Gheinitals ‘.ocdvicnskes scan eh vn ncns 132 56 81 124 163 

Fla vy CHAMICHIE 555 (x sa evanvenheRupis 142 103 138 176 210 

Othersthemucals 2k . cecnios toeweee «ae 128 38 58 104 145 


Source: Japanese Economic Statistics. 

® Converted to 20 per cent N: content. 

> Converted to 16 per cent PsOs content. 
¢ Year beginning 1 April. 

450° Be’. 
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APPENDIX TABLE V.8 


India: production and export of jute manufactures 


(Thousand tons) 


Production 
EE Ae kee An AE ee 1,286 
RGR enn ola teins gatsars 1,104 
UE Oe, ae eee 962 
Wee EE edie coor e ecw setae s 849 
L300 bf 2 aS eee ee =, Pee 889 
Meador Se hus pa a iatte xn web 205 
PU erie et via sive aint niece «one 228 
PL coe At eee nn bos nein ns 217 
[is 5 ee eee 239 


Export 
947 
973 
813 
689 
782 
160 
217 
PAWl 
188 


Source: Ministry of Commerce and Industry, Monthly 
Statistics of the Production of Selected Industries of Indta; 


The Jute and Gunny Review. 
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APPENDIX TABLE VIII.1 


Unit value index of exports and imports and terms of trade of selected 


countries 
(January-June 1950 = 100) 
Unit value Unit value Term of 
of exports of imports trade® 
Ceylon 
1950 
Dre atesune te edatas ss race aa neler ee 102 101 101 
Dee ner er et errs ree 98 99 99 
ELD tao ota tise co eras eernee ace ee 109 99 110 
L Vegi th Aa at erste eytaie Desai ae Oa ee eae 131 105 125 
1951 
TL ptasecateise. even iavaiere a Oe tek coy oles eee 143 108 132 
LTRS Becora, Bee soe ane tears cere is asics che te 141 121 116 
Ot ae seat eee Re rene Ot ata 129 132 98 
TE Vee eter ianten. o fanteen Moa e a eet ae 94 134 70 
India 
1950 
Lh Eo ey Seg oe Sor ee ee 98 100 98 
TL ty Pee oy Otte So acne ec oh eng oe ee rae rte 102 100 102 
De etureite neteeaerache oe scinactha te ace eee ae 101 98 103 
Vib cc eens ee cman eee Le ae eee 102 106 96 
1951 
Lec oe aia see menehaands eee ence 111 121 92 
Dae actin cate Ure ons ehh ao aR RE ata 157 127 124 
EDD y wate « Wontess oe Cou oe ene ae ce 165 126 132 
LV Ae aie Ae cae ete ak Re et 154 122 126 
Indochina 
1950 
TE eats hovered een Le ON NE see 106 99 107 
0 RS Reon ee CG eae), PN od Ae, 94 101 93 
TED S gat ax top eNO eet cee. te oes 143 96 149 
DV eice Siw satis: See te ee eee ae Ce 133 95 140 
1951 
ES caratesa Vode oan ik ee ee en 154 103 150 
I Ren eee Oe eee me A 129 109 118 
LLL ccaiteten ths taut eee ae re ae RE 140 112 125 
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Appendix table VIII.1 (continued) 


Unit value Unit value Term of 
of exports of imports trade® 
Malaya 
1950 
eRe a oe Wes RAE a BANS RR US oo AS 93 101 92 
ee oe Re Rak SER EKS eK ANCA SS 107 99 108 
ee ECL IOe a wink was SEOs Ki ahs 144 114 126 
MME tld oe as fou e. GA WA Rew SEA 204 141 145 
1951 
(Se ee ye ee ee re ere ea 235 148 159 
Oye Ales ee See ee eee 226 142 159 
CURE Bete OE Sa ESS ee 175 141 124 
Ee Sees naan che Seba a Sea Ss 180 142 127 
Philippines 
1950 
a Be i Ae oe eee eer 97 106 92 
Pie ee Seva paar ami ae 49 103 94 110 
DER ae ON eet Ee Se vere eee eee 112 104 108 
SC le Tio por ee re ee ee oe 119 111 107 
1951 
er backs oh ape vcr oa aae ne een 122 115 - 106 
hy ee aR ans, Sc Oe i ee rer 122 128 95 
BAS ee ee acs ain ee eae Se ewe ents: 116 137 85 
OE ES eS SPs Se cre ee 112 137 82 
Japan 
1950 
Tae eee oni otadng a neae nn ease 2 101 102 99 
Ot oon ce deeds apa reater ne mars ease 99 98 101 
Ty oe oo nade ocean nn demna wkd sel rar ese 103 99 104 
Rents ck aide we pass wie hein a ne ero 980 118 120 98 
1951 
CUS aaa rea ca wie hex eat ewae eee #% 140 138 101 
Li PPR oR at ea ae 164 153 107 
go ie Seen SM Serer 180> 158 114 
NWGRee cede rdleoe acces sedan we mas 009s 169 141 120 


Source: ECAFE, Economic Bulletin for Asia and the Far East. 
a Unit value index of exports divided by that of imports and multiplied by 100. 
b New series linked to second quarter of old series. 
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APPENDIX TABLE IX.4 


Japan: weight of the long-term contract budget in quarterly foreign 
exchange budgets, 1950-52 


(Million US dollars) 


Total foreign exchange Long-term foreign exchange budget 


budget Amount Per cent 

1950 

ERLE ee tee Mee arc eases See 527 112 21 

or thigsae able sats teat eee 526 122 23 
1951 

PISS Ae aes as elo dare dewck 926 113 12 

PROCUNG Ware Sees oe sect ogeh entry, 466 60 13 

URGE He ces ooee aes oes 576 94 17 

FUUUIIER coche vas te ceva toate coe ee. 650 113 17 
1952 

Vo Se Seen sy an are ts 727 52 v 


Source: Economic Stabilization Board, Japanese Government, Economic Survey of 
Japan for 1951. 


APPENDIX 349 
PART III. MONEY, FINANCE AND PRICES 
APPENDIX TABLE X.1 
Ratio of bank clearings (monthly) to deposit money 
I 
eal II TIT Iv 
7) 1 7 ee ee eae eee 0.64 0.68 0.64 0.71 
RE Pt RE emi Ses aii eso 0.83 0.67 0.62 0.65 
Ceylon® 
D300 oe re eee 0.84 0.89 1.05 0.93 
LOST. Gea a eee eee 0.84 0.86 0.96 0.97 
China (Taiwan) 
ULE] Oh Oe eee 4.80 kek) 5.78 4.15 
JA ka US ee ee eee 4.42 2.88 1.31 0.96 
India 
Mee ot pe vnc tna awn > San be <n 0.71 0.68 0.68 0.70 
Ps I R  cipliniin em A ai 0.87 0.91 0.83 0.86 
Indonesia® 
ri crs Cihocrals « msliieic ns see aw % 0.53 1.00 0.89 0.72 
USS 9.9 0. A Se eee ee 
Japan 
Se Soe ese Ree Mea 4 1.52 71 1.79 2.09 
Se eh Ag onde kane 2 =i 1.91 2.08 2.00 211 
Korea (south)¢ 
ODF Seat 2 A ere eee 2.93 0.89 0.21 0.99 
i re ad vemnbemsaxmes sms > 1.77 3.48 4.52 5.44 
Malaya? 
Se 2 a Pere tr Pere me ate Arc 
CCl pe ee errr nee Peron 4.22 3.88 3.41 3.84 
Pakistan 
SOEREeeo tere cxtace aware eccnera se 0.34 0.30 0.34 0.40 
TORR. Saks pause as ess eee ienee 26 0.57 0.34 0.29 0.38 
Philippines® 
POR oc ce valemvn ava ondane sane s 121 gIA) 1.24 1.25 
RE A a nhansesaenererteaaer anes 1.34 1.28 1.41 1.39 
Thailand® 
A eran panna cnnaenn tan eee 1.80 1.73 1.92 1.97 
Pe gels gavaetawnes Daven 241 1.87 1.88 1.82 


a Ratio of bank clearing to demand deposits. 


b Bank clearings of Taipei only, which constitute over 


eEnd of quarter. 

4 Ratio of bank debits to demand deposits. 
€ Ratio of bank debits to deposit money. 
tf Provisional. 


60 per cent of total. 
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APPENDIX TABLE X.2 
Aspects of credit expansion 


Short term 


; ti 
commeriel ee oko tet. oP aaatign ae 
banks® circulations term credit of cle es 
eee 00» a byetre peer Gepoees deposits 
(1) (2) (3) (4) (5) 
Burma 
1950 
Lr ret ert oe 94 100 42 oe 
Df RE ie ee a 105 100 43 30 2 
LUE. ces meneote oe 91 94 34 28 % 
LN ie CRS eae eee 108 89 44 23 | 
1951 
ee Ae NR ery 170 108 “Al 20 is 
Le etic Mees oe cdl 151 116 57 20 3 
UU ilaee ceteris eae ote 140 105 51 21 3 
UV. snc ee ioe 151 96 58 20 S 
Ceylon 
1950 
te oy aes 93 98 24 28 30 
Le te eee ee 107 102 28 17 30 
TUL ee rats ches eee 149 111 36 22 27 
LV ace hee air ree 156 125 34 24 27 
1951 
Paes erent ee 165 140 31 24 25 
Ler i ee ee 171 145 32 yA 25 
UIE Teper Bis oe 165 148 33 26 27 
1 OS ee Nt aa, ae 166 151 38 30 31 
China (Taiwan) 
1950 
Le ert outed 79 94 196 
JAS Baad sce etaeee ee 121 106 199 
UM A Rt ce eo 152 126 166 
Vgc ents ae hee 130 121 161 
1951 
Were care cate ree ores 77 141 91 
UE ede ME np 78 176 71 
LD reine tet ice 100 190 67 
L Ver eumtewen ee cock 120 202 74 g 
India 
1950 
BP aveck i Ghah ones 98 99 52 10 39 
LY Mrenerertemitantren ce 103 101 54 10 42 
Lt A beret Hae areec ow 93 96 49 12 44 
LV Wied cetera: 92 97 48 12 44 
1951 
UR Aa Ae se ree th ees 114 105 58 10 38 
LL pybicn ss cateet eck oe 123 109 63 10 36. 
EL nae ar ack tees 113 100 57 13 37 


Marr en 2 en Oe 115 97 60 11 38 


APPENDIX 351 
; Appendix table X.2 (continued) 
Short term 
credit of Currency Percentage Percentage 
commercial Ri aa of short Percentage of long 
banks® circulation® terin credit of cash term credit 
Jan.-June’50 Jan.-June ’50 to total to total to total 
== 200% = 1004 deposits deposits deposits 
Ind Li (1) (2) (3) (4) (5) 
1950 
i: eee 104 99 47 Z 
Rte tick mana ete sn 96 101 45 ; 
ae aa 97 103 43 ; 
nek hawt wane 102 106 41 
1951 
1) Bagh ae ee ee 86 118 31 
Lb A eS eee 88 125 29 
(11 pena ae 106 133¢ 34 
LA ee ae 121 138f 39 
Indonesia® 
1950 
PRS Ree eee 85 99 22 40 1 
CU a as. eee 115 101 38 29 2 
Ty, ae, Serer 156 107 41 28 1 
Cty es ee eet 150 126 30 36 1 
1951 
ME Sen ee weitere 188 139 32 25 1 
erie ys cae fia 369 151 61 15 1 
1 eres Seer 450 155 78 14 1 
Ol We A RES Aare 474 151 71 14 1 
Japan 
1950 
13 eee eee pt ere 95 100 89 3 13 
OS ee ee ere 105 100 92 2 13 
WU ot eee 114 103 93 2 13 
(ec oe 126 120 95 2 13 
1951 
2 SPO oe 137 127 91 fe 12 
DO sm racae nr fae e 154 129 94 Z 12 
(Ub opera oe 177 132 101 2 12 
Oe Se eer Cee 196 146 104 2 12 
Korea (south) * 
1950 
Mas caw toe ae ee 2 110 ae Me a 
14 Ae or ee 100 115 95h 155 gb 
1 eee ta, Ye 164 ie ar oe 
TA Ib enec fia deke oe 396 
1951 
: Pe ee wie Keaetnyh 6.19 155 583 90 28 5 
1D a SR ae ee ie Oe 187 720 78 33 4 
0d Pie 250 803 71 38 4 
963 91 30 3 
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Appendix table X.2 (continued) 


Short term 


7 Percentage 
Paine et os or c Percentage of fase 
barksa circulatione term cee A — ~ ne 
pie 00b ra sh: 00a me senna depostts deposits 
Malaya (1) (2) (3) (4) (5) 
1950 
S one rre tek nre oe 100 
UE Re aes Ay eg TAME acer re 102 
1 A a i RE ca = 114 a ae 
UVa oy to anaes eee 143¢ 146 53¢ 11t 
1951 
“ dea bie eave adeetars 174 169 56 9 
LS Fe theca cg pee mere e 170 180 52 8 
eter ents arate ey ote 161 183 47 8 
Vig Sos int Oe Pore 167 187 50 8 
Sete 
1950 
1 ect iok Oreo ce 101 100 45 16 
1 as eRe er ree 99 100 43 13 
STE Sasa dese eae 101 95 43 11 
1 ee rte ee aera 136 104 60 11 
1951 
Secret teareo we te 165 122 69 10 
NU er, Ee og 8 ge 129 116 48 14 
I Dera Rees See 2 ene 104 114 37 18 
LV ian oats «oe 150 128 ae. 14 
Philippines 
950 
ON ee hie eRe 101 99 72 24 6 
LIN yeaa tect crac actt 99 101 67 22 8 
fe aN oe Geena 95 105 64 a3 8 
Ven eres etersrt ae oe 95 113 57 31 8 
1951 
De ee ere 99 121 63 26 8 
AUN as Nae tl ee A Sd 106 123 68 19 9 
We ae pide Arcane med ie 114 78 14 9 
DL Valiente sia eee eee 122 113 83 14 9 
Thailand 
1950 
LER osceesutd ooo eeck 102 99 76 32 * 
LN eA Ie as 98 101 73 31 °. 
LBS, ee eee aie! 98 104 69 30 : 
1 a eae Sage nen 100 119 63 34 F 
1951 
EM eriponareere: eek 113 137 69 32 
Ee) Sian coxtta ok 114 141 62 42 
DLP eehan tne. cee 117 150 61 37 
EVE Tonks Cen ene we 122 160 58 39 


Note: Short-term credit: Short-term assets such as loans, advances and bills dis- 
counted. Long-term credit is securities, bonds, debentures, etc. 

“In China (Taiwan) : includes Bank of Taiwan, the Land Bank and the Co-operative 
ES abe gore includes Bank of Java's commercial credit, 

*xcept in Indonesia, average of March and June 1950 = 100; in 

May 1950 = 100 ; and in Malaya, December 1949 — 100. one Sa 

© Except in China (Taiwan) and South Korea, total currency and notes issued 
respectively. 

4 Except in South Korea, May 1950 = 100; and in Malaya, December 1949 = 100 

® Average of first two months of quarters. ; 
End of period. 
®End of period for columns 3, 4 and 5. 
h May only. 
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APPENDIX TABLE X.6 
Percentage of deposit money to money supply 
(Annual averages) 


1950 1951 
Burma® (4 27a cada ou otas omcuma wees 35 34 
CerlOn ian oc pete Man aes ne beam ene 64 64 
China Gl wiwar }* sekncawces domeeaen 64 58 
Tinelist ae es Chats week cen a ok reece 35 34 
Indochitalt smc uke sn coeneeer ae ans ome 26 27¢ 
nO re Sietsar aes oy cia ede ead a Oat eee 40 36 
Je pean a, eivias: cath eicin wne eoale eee has 59 60 
Korea (southye!: 23 nn << <etexmeek ae 12 16 
Ma layvate 7s mutt Gee cama a atone 58 58 
PAKISTANI Wiactieaeutin nae knw ae ee ees a 37 36 
Philp MES. axiy wees Ws ane ements 48 45 


‘ halana? * cacakinas Oukak sun toweecenen 29 28 


Note: See notes to appendix table X.5 for definition of 
deposit money and money supply. 


*For these countries, demand deposits used instead of 
deposit money. 


> Total deposits used. 

¢End of August only. 

4 Average of ends of quarters. 

e End of period. 

‘The percentage in 1949 was 25. 
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APPENDIX TABLE X.9 
Loans given by the Government of the Union of Burma, 1939-51 
(Million rupees) 


Loan: to 
cultiva rs 
To as per cent 
cultivators*® Tota of total 
1939/40¢ 
[oats inadey,. voce ees sea eee sane 2 3 61 
TGANS LFEPA weciictecies 0 vee eieleee eters ree 1 Zi 78 
INGE 1OAIIS) GS nspihes othe con mate ee one i 1 42 
1945/46¢ 
ISOATISNIN Ade Rane ss aetes8 5 ee teas Bee ee ae 28 195 14 
[oanswtepaid wean: oes saloceeweteet Aas oe 1 10 5 
INettloanstes team dncsa eke eee eee 27 185 15 
1946/47¢ 
TGANSHMNAUE widaceeceansede mame wate eae 34 402 8 
TGanS. «fe Pate aercras! eee, ciate ate tetee ale ate 18 225 8 
INetulodiis Set aera... canes ue ed ce aes 15 177 9 
1947/48¢ 
[eGanispatiad Gy ae siias eee teeta wale oes 34 351 10 
Tegan =F epaadwaca do tec cate sole eee See e ZZ 234 10 
INCE loans: cid. tetthncn w. cer excira c eatan ies coo oe 12 117 10 
1948/49¢ 
eoans inadencestecerse ang haan. Coeewaiire 10 40 24 
loans repaidityeee wes sees secant ea ceeeus 3 22 12 
WWetiloarnseer en ac. one eee we ae 7 18 39 
1949/5094 
MESGentaS: TENA es were oicrers wee crete et nora em elle tate 30 64 46 
TEOans svEpaid! nce wk oeoneewn eens canes ac 18 38 48 
Nieteloamsaaedee stance ak tae 12 26 45 
1950/514 
HS GamS. SIA eAe oe ay vy Ve ea eee ase ee 28 104 2a 
oanistmenard ioe vars one ee uae ae ae 92 120 i 
Net Toansuc va tecctocne ants ce eae —64 aan § 
1951/52 
LLOans Made wesegas uaewe comek ee atodee dee 35 133 2 
(EOarisiireneicl seme c ein aeremeeicen akin 18 29 : a 
ECE AGUNG Tick sn tae ence annaien ba 17 104 17 


Source: Government budgets 1947/48, 1948/49, 1949/50, 1950/51, 1951/52. 

Note: Loans made are disbursements, loans repaid are receipts and net loans equal 
loans made minus loans repaid. 

*Total of loans granted (a) under the Agriculturists Loans Act, (b) under the 
Land Improvement Loans Act, (c) to cultivating tenants of government estates and 
(d) through agricultural co-operative credit societies and land mortgage banks. 

ein 1948/49 loans granted to government-owned industries were transferred to a 
heading “Expenditure from the National Development Fund.” In 1951/52 they were 
again transferred to a heading “Industrial Development Outlay.” These have been 


added to loans and advances for the later years for continuit ili i 
) and com 
the earlier years. sa oat 


© Actual. 
4 Revised estimates. 
* Budget estimates. 
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APPENDIX TABLE X.10 
Banking facilities, 1949-51 


a, End of 
British Borneo® 1949 1950 1951 
og ee 8 8 
Number of banking offices ...................... 16 17 
Burma 
et a Ee Se a ee ee 20 20 22 
Number of current accounts .................... 22,751 23,204 25,984 
Ceylon> 
aS Se. cee ee 12 1Z 14 
Hong Kong¢ 
a So a C2 ee Se re a 133 125 
India4 
Number of banks 
SE DEAE ch oe ee ae 101 100 96 
ee I oor te aducto tse: 358 339 oa 
Number of banking offices 
Ce ES FR i ee ears a 3,040 2,900 2,796 
ES Re ei ee We Eek, Bee 1,861 1,798 - 
Japan (all banks) 
SB ee ee 74 76 80 
Number of banking offices ..........cccecececcee 6,006 5,407 es 4 
Korea (south) 
AUN RANI ge eee 8 is eis es coe ks 7 6 6 
Number of banking offices 
DENA okt ere a OS dra we PAM o es eo ac 174 175 176 
PeEMMAR OCTET, cei ka down cies cde taee oe. ee 174 168 138 
Malaya 
misganer (OF reais fo oot, gs aak «cere cao oe ix 35) 36 37 
Mumber of banking offices 2... ...6.00c0c5+o0veee 82 83 a 
Pakistan 
Number of banks 
PM oa tee Soaks sda pe cn oh eee Oe es 39 36 32 
eR Sem eTIGh WG a as 5c eosin ates bide alte De ew snes a 71 76 
Number of banking offices 
Se a OPO Se POPE EET OER PER 220 202 201 
Philippines 
RietiseE ENE IAI Cac vice oop ease ow re be diek ees wee 12 13 14 
Number of banking offices® ......¢.scscsccsce0r» 95 109 112 
Thailand 
ee GET ECIRICS. -c ss loo de es celine eck oo fas os 23 25 25 
Pearmber Of bankitle OUICES . 20 .cecude ces cedete sea 51 60 67 
Number of accounts under sight deposits . 
Seine PEteE AMC” to ier aes 29 ocd ere oe eae soo 39,550 52,721 63,821 


a Figures for North Borneo, 1949, and Brunei, 1950, are estimated. 

> Number of reporting banks only. 

© Mostly small Chinese banks. 

4 Scheduled banks deposits loans and advances constitute over 90 per cent of all 
banks total. 


© March. 
tf Excluding Bank of Korea. The number of banks and the number of banking offices 


open on paper did not change much during the months following the outbreak of the 
Korean war. The numbers of banking offices actually open during other months were: 
June 1950, 124; Sept. 1950, 36; Mar. 1951, 117; June 1951, 127. 


& June. ; 
h Adding up main offices, city and branches and local agencies. 
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APPENDIX TABLE XI.1 


(Million units of national currencies) 


British Borneo ($M) 


Brunei 


Cambodia (piastres) 


Ceylon (rupees) 


China: Taiwan 


(new Taiwan yuan) 


Hong Kong ($HK) 


India (rupees) 


Central Government 


eoerree 


cows eee seer ee rese 


ooeorreseerereeee 


Pe 


a 


Year 


1948 (A) 
1949 (A) 
1950 (RE) 


1949 (A) 
1950 (A) 
1951 (E) 
1951 (RE) 
1952 (E) 


1948 (A) 
1949 (A) 
1950 (RE) 
1951 (RE) 
1952 (E) 


1947/48 (A) 
1948/49 (A) 
1949/50 (RE) 
1950/51 (E) 
1950/51 (RE) 
1951/52 (£) 


1948 (RE) 
1949 (RE) 
1950 (RE) 
1951 (DE) 


1947/48 (A) 
1948/49 (A) 
1949/50 (A) 
1950/51 (E) 
1950/51 (RE)@ 
1950/51 (RE)> 
1951/52 (E) 


1950 (A) 
1951 (A) 
1952 (E) 


1948/49 (A) 
1949/50 (A) 
1950/51 (A) 
1951/52 (RE) 
1952/53 (DE) 


A 


A 
\ 
x 


1948/49 (A 
1949/50 (A 
1950/51 (A 
1951/52 (E 
1951/52 (RE) 
1952/53 (DE) 


1951/52 (DE) 


) 
) 
) 
) 


Expenditure 


Sf 
42 


Revenue 


3,788.6 


Balance* 
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Appendix table XI.1 (continued) 
: Year Expenditure Revenue Balance* 
Indonesia (rupiahs) ............ 1947 (A) 1,779.9 629.1 —~1,150.8 
1948 (E) 3,457.4 1,985.6 —1,471.8 
1949 (E) 3,883.9 2,584.7 —1,299.2 
1950 (E) 6,826.5 5,199.6  —1,626.9 
1951 (E) 7,431.3 6,333.8 —1,097.5 
Japan (thousand yen) ........... 1948/49 (A) (1,068.5) (1,006.0) —62.5 
1949/50 (A) (1,664.9) (1,555.4) —109.4 
1950/51 (A) (1,968.3) (2,093.3) 125.0 
1951/52 (A) (2,942.7) (2,854.3) —88.4 
Korea (south) (thousand won).. 1948/49 (RE) 49.4 37.0 12.4 
1949/50 (..) A ise es 
1950/51 (RE) 297.0 92.0 —205.0 
1951/52 (DE) 333.1 309.1 —24.0 
MEAOiGy (PEASITES) occu as cates <ccces 1951 (RE) 222.7 151.9 —/70.8 
Ve ay ks! Derr an 1948 (E) 349.8 E 277.2 A é 
1949 (E) 366.3 E 344.9 A 5 
1950 (E) 280.8 E 443.4A es 
1951 (E) 440.5 410.3 —30.2 
1951 (RE) 643.0 689.7 46.7 
1952 (DE) 596.2 640.9 44.7 
Piepal (SNplEs} sew awe ecces cows 1952 (DE) 52.5 41.9 —10.6 
Pakistan (rupees) 
Central Government ........... 1948/49 (A) 1,087.4 667.7 419.7 
1949/50 (A) 1,397.9 885.8 —512.1 
1950/51 (A) 1,455.6 1,348.8 —106.8 
1951/52 (E) 1,740.1 1,148.2 —591.9 
1951/52 (RE) 1,901.8 1,405.6 —496.2 
1952/53 (DE) 1,895.0 1,265.5 —629.5 
Provinces and states .......... 1949/50 (A) 598.7 462.9 —135.8 
1950/51 (RE) 620.9 582.5 — 38,4 
Philippines (pesos) .<.<seccsses> 1948/49 (A) 476.0 435.7 —40.3 
1949/50 (A) 611.3 399.0 —212.3 
1950/51 (RE) 595.5 466.8 —128.7 
1950/51 (RE)¢ 576.5 532.9 —43.6 
1951/52 (RE) 579.0 580.0 1.0 
1952/53 (DE) 587.0 588.0 1.0 
Si 1 VAR ee eT 1948 (A) (We 80.3 8.0 
meer (FM) 1949 (A) 94.2 109.0 148 
1950 (A) 97.1 114.0 16.9 
1951 (E) 128.4 124.7 —3.7 
1951 (RE) 113.3 165.9 52.6 
1952 (DE) 169.0 174.8 5.8 
i 171719 Wy Ope 1948 (A) 1,570.9 1,552.7 —18.2 
er th Sa 1949 (A) 17673 1.9219 154.6 
1950 (A) PAE M0 2,139.3 —178.9 
1951 (DE) 3,498.3 2,500.1 —998.2 
1952 (DE) 3,806.9 3,055.0 —751.9 


* Revenue less expenditure. 

«According to the Budget document, 1951/52. 

> According to the Budget speech, 1951/52; later estimate. ee 

© According to the Third report of the Central Bank of the Philippines ; later estimate. 
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Notes to appendix table XI.1 


Figures refer to central government transactions only. In addition, for India and 
Pakistan, figures indicating approximate magnitudes of the transactions of the pro- 
vincial and state governments are given. To avoid duplication, transfers (contributions 
and loans) from and to the central government are excluded from the state transactions. 


In general, only the net results of public undertakings are included; positive balances 
are shown under revenue and negative balances under expenditure. 


Revenue excludes proceeds from loans and transfers from reserve funds; expendi- 
ture excludes debt redemption, contributions to sinking funds and transfers to reserve 
funds. 


Expenditure includes current as well as capital outlays and loans and advances (net) 
granted by the central government. 


Expenditure includes interest payments before deduction of interest charges to public 
enterprises and entities; revenue correspondingly includes receipts from these charges. 


Fiscal years are as follows: Burma and Ceylon; years beginning 1 October. Hong 
Kong, India (Central Government and states), Japan, south Korea and Pakistan 
(Central Government and states) ; years beginning 1 April. Philippines; year begin- 
ning 1 July. Nepal; fiscal year not known. The rest are calendar years. 


The notation following the fiscal years is as follows: A for closed accounts; RE 
for revised estimates; E for voted estimates; and DE for draft estimates. 


British Borneo 


North Borneo: expenditure; including reconstruction and development expenditure: 
revenue; excluding grants-in-aid and colonial development and welfare grants from 
the United Kingdom Government. 


Burma 


Expenditure: 1948/49: including Rs.13.9 million contribution towards financing the 
deficit of the Shan State. 1949/50 to 1950/51: including railways (net). 1950/51: 
excluding the write-off, Rs.75 million, of agricultural loans given during the period 
1945/46 to 1948/49, 1951/52: including only the net contribution to railways; the rest 
of the transactions of the railways, civil supplies and electricity omitted owing to the 


creation of separate boards. Excluding also Rs.81.0 million for note subscripticn to 
the IMF and IBRD. 


Revenue: 1948/49 to 1950/51: including the rehabilitation contribution of the 
Marketing Boards to the National Development Fund. 1951/52: including proceeds 
from the sale of civil supplies stocks. 


Cambodia 


Revenue: excluding grants from the Federal Government (1947 and 1948), transfer 
from reserve funds (1948, 1949 and 1950), and transfers from military special 
accounts (1949 and 1950). 


Ceylon 


Transactions include interest received on war loan to the United Kingdom and the 
net results of railway and electrical departments. Expenditure: 1947/48: excluding 
Rs.96.6 million for food subsidies in respect of the period up to 1946/47. 


China (Taiwan) 


Revenue : including forced loans procured from government enterprises, private 
corporations and individuals. 
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India 


Central Government: expenditure: 1948/49: excluding lump sum payment to the 
United Kingdom Government for the purchase of sterling annuities to meet tie 
sterling liabilities in respect of pensions (Rs.2,240 million) and for the purchase of 
surplus war material (Rs.1,333.3 million) ; excluding also the purchase of the shares 
of the Reserve Bank of India (Rs.59.3 million). 1948/49 and later: excluding credits 
corresponding to the pension liabilities paid in lump sum in 1948/49, and receipts from 
the sale of war surplus stores purchased from the United Kingdom Government in 
the same year. 1949/50: excluding additional subscription to the Bank and Fund on 
the devaluation of the the Indian rupee (Rs.791.2 million). 1950/51: excluding transfer 
to the contingency fund (Rs.150 million) and payment to Pakistan for its share of 
the payments to IMF and IBRD (Rs.26.2 million). 1951/52 and 1952/53: excluding 
transfer of the sale proceeds on American Loan wheat to Special Development Fund 
(Rs.710 and 100 million respectively) : revenue: 1951/52: excluding Rs.90 million as 
first instalment of Pre-Partition debt to be repaid by Pakistan to India. 


States: coverage; A and B states, the latter excluding Rajasthan. 


Indonesia 

Transactions include the ordinary, extraordinary, and special accounts. Excluding 
short-term advances and repayments between central and local governments entered on 
both sides of the account and also other bookkeeping transactions and payments into 
a reserve fund. Expenditure: 1951: excluding 297 million rupiahs contributed to a 
reserve for redemption of foreign credit. 


Japan 

Consolidated cash transactions (general and special accounts) excluding intra- 
governmental transfers. Revenue and expenditure in brackets, as a result of the 
highly inflated volume owing to transactions of railways, government monopolies, 
bulk purchase of food, etc., being gross. 


Korea (south) 

Only the general account which covers approximately 20 to 25 per cent of total 
transactions. The rest are covered by special accounts of which the most important 
are: “the 25 June incident”, monopoly enterprises, food management and transpor- 
tation service. 


Laos 
Revenue: excluding receipts from the funds for aid (fonds de concours). 


Malaya 

Public undertakings are gross. 1948 and 1949: federal and state finances combined. 
1950 and later: federal finances only. Expenditure: excluding the special contribution 
from the United Kingdom for defence and emergency. 1950 and later: including 
allocations to state governments to meet their deficits. 1951: expenditure ($M 563 
million) plus revotes ($M 80 million) from a reserve to be created from the balance 
surplus ($M 126.7 million). 


Pakistan 

Central Government: 1948/49 and 1949/50: total expenditure, including actual 
expenditure on revenue account and revised estimates for “capital outlays as well as 
for “loans and advances”; total revenue, actuals. Expenditure : excluding lump sum 
payment (Rs.109.1 million) in 1948/49, and corresponding credits in that year and 
later, for the purchase of sterling annuity to pay pensions. Also excluding currency 
capital outlays as below: 
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1948/49: Rs.47.7 million for capital subscription of Security Printing Corporation 
and a State Bank, as well as a payment to provide a Reserve Fund of the State Bank; 


1949/50 and 1950/51: Rs.540 and 148.5 million respectively paid to the State Bank 
to cover the depreciation in its foreign assets from the devaluation of the steriing 
and Indian rupee; 


1950/51 and 1951/52: subscription to the Bank and the Fund in cash and notes; 
Rs.77.8 million in 1950/51 and Rs.316 million in 1951/52. 


1952/53: excluding Rs.50 million budgeted for the repayment of debt to India. 


Provinces and states: coverage; all provinces and the State of Bahawalpur. 
1950/51: revenue account transactions, actuals; capital account and loans and advances, 
actuals for East Bengal and revised estimates for others. 


Philippines 

1948/49 to 1950/51: including apportionment to local governments. 1948/49, 1949/50 
and 1950/51¢: consolidation of general, special and bond funds; the figures are 
accruals, cash figures are given in appendix table XI.9. 1951/52 and 1952/53: General 
Fund only; excluding apportionment to local governments. Expenditure: 1951/52 and 
1952/53: including repayments of debt and payments into counterpart funds. The 
figures for the General Fund transactions (excluding apportionment to local govern- 
ments and including debt repayments) for previous years as below (million pesos) : 


Expenditure Revenue Balance 
1949/50. «6.000 one Ac 422.3 262.5 —159.8 
T950/5 10. eves RE¢ 421.0 392.6 — 28.4 


Thailand 

Expenditure: 1949: excluding 150 million baht contribution in notes to the Bank 
and Fund: revenue: excluding “treasury balances” and loans. 
Sources 


Brunei: Annual Reports, 1948 and 1950; statement by the Chairman of the 
Chartered Bank of India, Australia and China, The Economist, 15 March 1952. 


North Borneo: Estimates of Revenue and Expenditure for 1951 and 1952. 


Sarawak: Annual Reports, 1948, 1949 and 1950; statement by the Chairman of the 
Chartered Bank of India, Australia and China, The Economist, 15 March 1952. 


Burma: Budget Estimates of the Government of the Union of Burma, 1950/51 and 
1951/52 (Final Editions). 


Cambodia: Material supplied by the Government. 


Ceylon: Estimates of the Revenue and Expenditure of the Government of Ceylon 
for the financial year 1951/52; Appropriation Act No. 37 of 1951; Annual Report of 
the Central Bank of Ceylon for 1950; Quarterly Bulletin of Statistics, Vol. II, Nos 
1 and 2, June 1951; Budget Speech, 1951/52. ears 


China (Taiwan): Mutual Security Administration, Far East Data Book, No. 7 
March 1952. a 


Hong Kong: 1948/49 and 1949/50: Annual Reports, 1948 and 1950: 1950 
1952/53: Estimates of Revenue and Expenditure for 1952/53. taal 


India: Central Government: Budgets for 1949/50 to 1952/53: Demands for G 

~ : rants, 
1950/51 and 1952/53. States: Reserve Bank of India: Bulletins, April parle Hee 1950 
April 1951, July 1951 and Report on Currency and Finance, 1950/51. ‘ 


Indonesia: Nota Betreffende de Toestand Van’s Lands Financien, B : 
Indonesia Voor de Dienstjaren, 1950/51. wanton, Rexroth ae 


9° (eet, ia 
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Japan: International Monetary Fund, International Financial Statistics. 


Korea (south): Monthly Statistical Review of the Bank of Korea, No. 37, 
August 1951. 


Laos: Material supplied by the Government. 


Malaya: Estimates of the Federal Revenues and Expenditures for 1948 to 1952; 
statement by the Chairman of the Chartered Bank of India, Australia and China, 
The Economist, 15 March 1952. 


Nepal: Eastern Economist, 8 February 1952. 


Pakistan: Central Government: Budgets of the Central Government of Pakistan, 
1949/50 to 1952/53; Demands for Grants, 1950/51 and 1951/52. States: Explanatory 
Memorandum on the Budget of the Central Government for 1952/53; Government 
of the Northwest Frontier Province: Detailed Estimates for Demands for Grants, 
1950/51 and 1951/52; Government of the Punjab: Budget for 1951/52: Government 
of Bahawalpur: Budget for 1951/52; Sind: Civil Budget Estimate for 1951/52; East 
Bengal: Explanatory Memorandum on the Budget for 1952/53. 


Philippines: 1948/49: Report by the Economic Survey Mission to the Philippines, 
October 1950; 1949/50 and 1950/51: Central Bank of the Philippines, Third Annual 
Report, 1951, and Central Bank, Economic Indicators, June 1951; 1950/51 RE®: 
The Budget of the Philippines for 1952; 1951/52 and 1952/53: Foreign Commerce 
Weekly, 24 March 1952. 


Singapore: 1948 to 1951: Singapore Annual Reports, 1948 to 1950 and provisional 
draft for 1951; 1952: Estimates of the Revenue and Expenditure of the Colony of 
Singapore, 1952. 


Thailand: Information supplied by the Government. 
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Country and year 
(1) (2) 
British Borneo ($M) 
North Borneo 

1949 (A) 
1950 (A) 
1951 (RE) 
1952 (E) 


ee 
ey 
ey 


a 


Burma (rupees) 
1947/48 (A) 
T9487 49" (AAG eal sas ats oa ate ueersei cine nies aes tie 
1949/50 (RE) 
1950/51 (RE) 
1951/52 (E) 


er 


ee ey 
ars 


Ceylon (rupees) 
1947/48 (A) 
1948/49 (A) 
1949/50 (A) 
1950/51 (E) 
1951/52 (DE) 


Ce 
a 
es 
ed 


ars 


China (Taiwan) (new Taiwan yuan) 


a ee a a 


ee 


India (rupees) 
Central Government 
1948/49 (A) 
1949/50 (A) 
1950/51 (A) 
1951/52 (RE) 
1952/53 (DE) 
States 
1951/52 (DE) 


Ce ee ears 
Ceoeceeesesreseneesesseesesesaessessee 
CoRR See HE Bee ee eee ee eeeesesseeees 

a as 


a a as 


i a er a a 


Indonesia (rupiahs) 


PORSCHES HOCSCVHS SSCA SECTS Veeesuveseed couse 
SPHSACHHTSKRSHRSHHT OSH LHL E SEDER EERSTE DEDES 


FCSOSVSSSV ERED ECC ECKREDE LESS COT We EEC E ES 


1950 (E) 
WSL ALY hei tans cacchane denna as tani ceee eae 


Malaya ($M) 
1950 oh 
1951 (E 
1952 (DE) 


SCOHHSHHee Hoe He ReTOTE SEHR SS SE SREDESEsEeeserc 


APAVCAPAKTA TACO R EUAN ONS Peek OOS ok Oe eee 
BAVC CCS LO RREKSCCHDERSERADOLERE DO DOO HESS eS 


CORPS SSCAETOCHOSC He eeSHER ERE C RCE ES SEES 


Nepal (rupees) 
1952 (DE) 


i oe Ke ee nn a ee a 


Distribution 


APP} 
of govert 
(Million u1 


Total Inte 
sipualenies Defence publ 
(3) (4) 
18.6 so 
18.1 = 
24.5 = 
31.0 — 
489.6 48.1 
401.3 99.7 
488.3 125.9 
540.1 1327 
809.9 216.5 
579.3 2.7 K 
652.7 3.4 x 
654.9 a K 
703.1 9.3 K 
1,229.6 43.4 4 
1,914.0 1,162.0 ] 
2,408.0 1,132.0 ¢ 
2,715.0 1,230.0 1z 
4,820.5 1,755.2 6: 
5,001.4 1,643.8 6) 
9,255.9 = 1,782.0 ‘ 
5,951.5 1,975.8 7: 
5,979.0 2,105.1 7 
4,683.3 y 
1,779.9 430.7 : 
3,457.4 413.5 1. 
3,883.9 682.1 i 
6,826.5 1,550.1 f 
7,431.3 2,042.2 2 
280.8 ‘p 
440.5 a 
596.2 43.8 y 
52.5 12.8 
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BLE XI.2 
penditure, 1947-52 


tional currencies) 


Bsiure seer 
itu , ‘0 provinct Loans and 
publ E 1 Social nd loc rr 
Dtekinos Pb eeepc savdices pS ks iat gp iol Investment ha ay 
(¢) (7) (8) (9) (10) (11) (12) 
5 1.4 6.8 9.9 
8 1.2 64 9.7 
1.0 1.5 7.6 14.4 
22 2.5 8.3 18.0 
40 34.5 32.7 13.9 183.4 45.5 123.2 
172 20.7 19.9 16.9 162.7 73.9 —124 
58.6 18.1 20.7 15.0 150.5 69.6 26.5 
32.9 20.7 35.0 17.5 164.6 74.3 59.5 
31.6 28.8 56.2 18.5 193.4 187.0 75.0 
103.0 62.4 150.1 124.0 105.1 a 
84.7 61.4 172.7 a 137.7 159.1 b 
63.9 61.6 184.0 te 156.2 148.0 Re 
52.8 66.6 188.7 i 158.1 189.1 
201.3 101.5 263.6 - 199.4 377.8 
oe ae 3 oe 561.0 171.0 2.0 
oe or - re 919.0 257.0 36.0 
ef *e “-* “* 830.0 529.0 a 
341.1 156.4 26.9 29.6 842.8 757, 286.6 
323.9 142.9 33.9 29.6 830.4 823.9 Sees 
382.3 174.2 52.8 155.9 772.9 685.3 576.3 
508.2 188.5 G52 180.8 962.3 693.6 638.7 
192.4 198.4 59.1 202.8 916.5 780.3 778.5 
40.8 530.5 869.2 —154.3 2,457.6 1,334.6 —465.2 
86.7 28.9 15.0 320.6 21.4 — 
314.8 90.9 135.3 765.4 41.0 oye 
276.3 97.1 263.7 971.8 159.6 20.5 
457.7 fs IBF? 1,428.1 2,594.0 360.4 57.8 
463.6 693.1 526.2 2,716.0 739.5 40.0 
15.1 17.0 78.7 127.8 18.1 
17.3 21.8 91.5 226.0 38.8 
23.0 26.4 149.9 287.4 45.7 
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Appendix t 


Total = ie 
di Defence ublic ¢ 
C. eee Sse os Peter ture a rs 
Pakistan (rupees) 
eur heey Lela tib eb dap nis at AONAG Gears ne oe 1,087.4 641.1 21. 
1£949,/50) GA) ce cnaicli-o aeale, ectys eamteralelats ctor ccoern ae tardies 1,397.9 849.3 35.2 
DOSO/S1CAN IES, acer oen thee beams chee eee nee 1,455.6 673.2 45. 
195 1/52 GIRS peepee cars overs refers oie oie les ect tarot et 1,901.8 847.3 44. 
19527 53xCDE,) acsearle wr ee eee eee 1,895.0 919.8 46.2 
eT aT Sve eevee P 598.7 10.0 15. 
ISSO /5IKC RE Rane tous aaa ao eee em 620.9 10.0 Ie 
Philippines (pesos) 
L949 /SONGCAD 1 Ook ciate Se cote oe eis ae ae mera cee wd 611.3 114.2 33.€ 
DOS OS DE GIR: Viet, ders ceake eevee tere eo enn ete a eee 5/65 130.9 Sam 
i M 
a 048 (A) Aa . Eisele a2 abe eee Gide 2 hed Pe oar 72.3 2.8 8.1 
G49. CA) @ oetem rere Coes en Goat cede oe eee ere 94.2 20 8.1 
1950; CAN is 2 wate oe ties Noone eee a ite ame cee § 97.1 3.3 8.1 
OSG GIRIS,) pee Aaters trctccs coh aera eee oe seis oe accreted 113.3 fd 6.0 
T9525 CDEC) Rie ato tats anata ee tee ee aerate 169.0 11.7 6.0 
Thailand (baht) 
LOS7; CDRs)» avait tes on oa oc eee wire eee 3,806.9 708.3 103.2 


@ The notation following the fiscal years is as follows: A for closed accounts; RE for rev 
esimates; E for voted estimates; and DE for draft estimates. 


> Included in column 11. 
Notes 


Figures refer to central government expenditure only. In addition, for India and Pakis 
estimates are shown separately for the provincial and state governments. 

For fiscal years, notation following the fiscal years, sources, and coverage and scope of t 
expenditure: see notes to appendix table XI.1, government expenditure, revenue and balance 

Defence: Expenditure of the military departments plus capital outlay for defence purpo 
Expenditure on non-effective services (military pensions) is included in “other current exper 
ture.” Interest on public debt: interest payments before deduction of charges to public enterpr 
and entities. Net expenditure of public undertakings : for net receipts see column 15 of apper 
table XI.3, major components of government revenue. Economic development: only the curt 
expenditure on agriculture, industrial development, scientific and technical research, irrigat 
forests, ports, lighthouses, commerce, planning, etc. Social services: education, health, so 
welfare, relief, etc. Contribution to provincial and local governments: only the contributi 
towards meeting current expenditures. Investment: in general, public works expenditures 
gross basis (i,e., including maintenance), capital outlays of government enterprises and dep: 
ments and grants to provinces and local authorities for the same purpose. Loans and advanc 


net; mainly granted to provinces, local authorities and public and private undertakings 
capital outlay. 


Burma 


Defence: 1951/52: including capital outlay for stores (Rs.40 million) and for we 
(Rs.11.5 million). Net expenditure of public undertakings: railways (from 1948/49 onwar« 
posts and telegraphs and aviation. 

Ceylon 

Defence: excluding a total capital outlay of Rs.9.5 million met from loan fund expendit 
prior to 1951/52. 

Net expenditure of public undertakings : railways and posts and telegraphs: also includ 
the food subsidies which are to increase from Rs.44.7 million in 1950/51 to Rs.166.6 millior 
1951/52. Investment: public works outlay and loan fund expenditure : the latter including cap 
outlay on defence prior to 1951/52, 

China (Taiwan) 

Other current expenditures: 1951: including expenditures incurred in 1951 from 1952 apy 

Priations, 1952: excluding these expenditures, 


ia 
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? 
2 (continued ) 
Net Contribution 
enditure inci 
| public Economic Social rat, a Other current etn 
ertakings development services governments expenditure Investment (net) 
(6) (7) (8) (9) (10) (11) (12) 
4.5 14.5 5.4 14.0 155.5 86.6 144 
11.1 17.4 10.6 16.0 162.4 105.9 190.0 
— 22.4 1i2 16.0 491.0 83.7 112.5 
$3.2 38.0 19.5 101.0 401.2 283.0 114.1 
28.3 40.3 212 18.5 306.8 426.9 87.0 
36.3 83.6 85.4 —10.6 138.6 172.3 —32.5 
25.3 98.1 95.5 —10.1 282.7 20 iz —99.6 
as < 169.3 552 76.4 164.6 aS 
7" - 172.3 SES 65.8 123.5 b 
: 11.0 43.5 6.9 
15.3 62.2 5.9 
16.7 59.1 9.9 
cS 27.0 ae 67.7 10.1 
13.8 46.9 Be 70.2 20.4 
96.1 293.4 66.1 1,486.0 1,053.8 b 


ja 
‘entral Government: defence; 1948/49: excluding lump sum payment (Rs.1,333.3 million) 
the purchase of surplus war material 1948 and later: excluding receipts from the sale of 
se stores. Net expenditure of public undertakings: aviation, broadcasting, state trading 
emes (1951/52 and 1952/53), and losses on imported and locally procured foodgrains. 
‘tates: A and B states: the latter excluding Rajasthan. Contribution to provincial and local 
rernments: data from Central Government budgets. Loans and advances: to municipalities 
es boards (Rs.290.6 million) less loans from the Central Government (Rs.755.8 million). 
onesia 
Total expenditure: 1947 to 1949: including special extraordinary expenditure of Rs.829.3, 
36.1 and 1,299.6 million in 1947, 1948 and 1949, respectively. Detailed breakdowns of these 
- not available. Economic development: mainly transport development. Investment: extraor- 
ary expenditure on economic and transport development. Loans and advances: capital sub- 
iptions and loans and advances to enterprises covered by the Industrial Enterprises Law 
adustrielle Bedrigven Wet). 


ya 

Defence: excluding expenditure financed directly by the United Kingdom. Outlays only on 
ergency detention camps, volunteer forces, Malayan Regiment, auxiliary air force and naval 
si reserves. Investment: public works and special expenditure on drainage and irrigation. 
kistan 

~“entral Government: 1948/49 and 1949/50: revenue account expenditure, actuals; capital 
tHlays on defence, net expenditure of state trading schemes, investment and net loans and 
vances, revised estimates. Interest on public debt: as against these debt charges, the interest 
eipts from railways and posts and telegraphs, irrigation and from loans to provincial govern- 
mts, loan funds, etc., total Rs.49.4, 59.1, 53.5, 68.2 and 70.6 million from 1948/49 through 
52/53. Net expenditure of public undertakings: state trading schemes. 

Provinces and states: defence; expenditure of Bahawalpur only. From 1952/53 Bahawalpur 
atingents will be integrated in the Pakistan army. Net expenditure of public undertakings: 
te trading schemes. Loans and advances: to municipalities and other (Rs.16.6 million in 
49/50 and Rs.22.3 million in 1950/51) less loans from the Central Government (Rs.49.1 
Mion in 1949/50 and Rs.121.9 million in 1950/51). 

ilippines ‘ ; 
Consolidated data (general, special and bond funds). Interest on public debt: including debt 
jemption. Investment: including current expenditures on economic development. 

lailand 

Interest on public debt: including debt redemption. 
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Tar Direct 
Total revenue taxes 
Country and year revenue (cols. 5+ 8) (cols.6 +7) 
(1) (2) (3) (4) (5) 
British Borneo ($M) 
Brunei 
DSS (GAL) we enh acc eater 6.6 wd — 
1949 (CA) opinsonuea cab 8.7 7.9 — 
AGS Oi GREE ee so sis asia acetere VPs; 16.1 neg. 
North Borneo 
OSD CAD) ene cuginnws ceca aif 7.4 _— 
1950) CA araseetetn alae tee 16.7 12.5 oe 
LOSHS (REG ee Noe eee cctaisreee 24.6 19.0 1.7 
1952: Wis sama Sacee nae. 212 16.6 1.6 
Sarawak 
TOA CA) ec seeeewmnectees 15.8 11.5 — 
OAS T(CAY Boiare os tema cise 14.7 10.7 — 
TOSOR (ES) Me vemvediete caine ce 29.4 24.4 all 
Burma (rupees) 
OAT VABICA \* Sh ocaktones cet chi es 448.0 61.8 
LOSS (AO CAS) Ge con ee area 406.3 331.0 49.9 
LOS SOVCRE. . ostecyeate eee aie 446.6 _ 370.9 55.0 
P9505" ORIG eerias cc an aie 544.3 460.5 61.1 
LOST SS+ (CE Wenner pee ee ake a 580.0 $13.5 220.5 
Cambodia (piastres) 
LOSOMGRID) Pence ek one euets 410.0 356.6 100.2 
HO Dili GENE) ancaetate anckteeioe eee 735.0 646.6 80.7 
Ceylon (rupees) 
LOS7/AS C Aria cei ck ctnees 525.1 469.1 104.2 
TOAS SHG) GA. ly oe wranter cre dery Ces 560.4 501.7 121.4 
194O/ SO'CA) Sonn cs eek eee 606.2 538.4 132.5 
ASSO OL PCRS) Maun Wieeunie atene 794.8 734.9 141.4 
W951 / SE (CL) Bic A exitarcsnntens 885.8 824.9 219.1 
China (Taiwan) 
(new Taiwan yuan) 
POSON( Ha) ER ae sua ience oer ane 1,388.0 923.0 299.0 
OST COA wore uncet ois sosie ee ea 2,117.0 1,361.0 444.0 
EO Oia (EV) cicetcce eucnens eRe eee 2,428.0 1,733.0 494.0 
Hong Kong ($HK) 
1948749) CAV Such a caie ee atk 194.9 = s 
LOAD FS OGA \ aaa c de cane 264.3 160.7 58.2 


APPE 
Major componer 
(Million un 


Taxes on 
income 
and wealth Land 
(6) ( 
neg. 
ie 
1.6 
| 
32.4 29 
44.4 a 
47.8 7 
45.1 16 
197.5 23 
104.2 
121.4 : 
132.5 c 
141.4 . 
219.1 ? 
232.0 67. 
331.0 113. 
386.0 108 
15.0 : 


58.2 2 
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—E XI.3 
rmment revenue, 1947-52 
1al currencies) 
N 
i poe receipts 
Is. ___ Customs Transaction hipap dares, public 
12 Customs Import Export and consump- registration Oti er tax under- 
-14) duties duties dvties tion taxes fees, etc, revenue takings 
) () (10) (11) (12) (13) (14) (15) 
14 = a .% al 42 
) as a a or ne 5.6 
q 27 2.4 0.3 neg. ok 13.2 
4 6.9 = al 
' 112 ie ae = S 
3 16.6 10.1 6.3 te si 2 
) 14.3 9.0 5.0 a cL 
5 10.7 eC oe 
7 9.7 6.1 3.6 
3 22.6 7.9 14.7 
2 172.5 165.3 74 D2ut 8.1 183.4 38.2 
1 97.0 85.0 11.8 19.8 | 157.2 46.0 
9 113.1 105.0 7.5 46.0 8.9 147.9 SIS} 
4 150.0 140.7 10.0 66.4 10.2 172.8 28.6 
0 160.0 147.5 12.6 66.4 10.8 55.8 es 
4 1214 17.0 = 
9 461.6 27.8 19.9 
9 314.1 ‘ - 46.8 4.0 
Bs: 329.3 oe oF 46.2 4.8 
a) 3559 188.3 167.2 43.7 6.3 
35 525.0 243.8 281.0 61.7 6.8 
8 552.9 — 201.0 351.6 46.1 6.8 
i 218.0 oe ba 379.0 27.0 
0 330.0 oe re 519.0 68.0 
.0 400.0 i * 783.0 56.0 
=. es — 41.1 A,’ ss 22.0 
5 —— — —_— 68 8 oe ee 
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Country and year 
(1) (2) (3) 
India (rupees) 
Central Government 


1948/49 CAN Pe owas saat 4,245.3 
1949/50 (CAO ie een aes see 4,224.8 
1950/51 GA) eben acinar 4,623.2 
LOS 1/525 RB?) ee asses ae 5,447.9 
1952/53,(GL) Es) eee ae 4,441.0 
States 
1949/50 (GA) esaweaenvaazs 3,996.4 
1950 Si GEE: a eee eee 3,704.4 
ROSIPO2 CIE) “Woes casas 3,788.6 
Indonesia (rupiahs) 
AON OA So De tesdeA ded a oe 629.1 
LOA Si (CES eeeiteitere wee ae 1,985.6 
LOAOT GE ean pie orcad ae 2,584.7 
LOS ONCE) Rs copac iets ae eee ee 5,199.6 
US Se GON Tee oe Ce a ee ee 6,333.8 
Korea, south (thousand won) 
TOS0 ST MIRE od, oa we 92.0 
DOS /S2 CORE hs. deeweca ue 309.1 
Laos (piastres) 
PER se mig tea act ok 151.9 
Malaya ($M) 
OA ST CASS eae sake Somes 277.2 
POPU. ae aa ck Can usn xe 344.9 
POSO CAD ie wrahicate tartan otanks 443.4 
POST CRE 5 Sdi.\ ex twute Cowes 689.7 
PDE LAITY ictewnik iene ante 640.9 


Pakistan (rupees) 
Central Government 


OAS AO CA) Ac usisan te 667.7 
LOSSY SUE) Nicien Suck stare 885.8 
LOS OPI ACA imc eeu dean oeee 1,348.8 
LOD SeF RE) area Sa 1,405.6 
Soe) oa CLS). Gmicacn «ohn 1,265.5 
States 
MOBO FOO) re caret sos eee 462.9 
POOO PAL CAS ie ce os ove 582.5 
Philippines (pesos) 
BB AOL40) GANIC aoe kee ook 435.7 
LD E850 GAIN acs stent eeee 399.0 
ESOO/S1 CRE} 4 «awe enae $32.9 


Tax Direct 
revenue taxes 
(cols. 5 +8) (cols.6 +7) 
(4) (5) 
3,208.6 1,401.2 
3,127.8 1,158.9 
3,598.6 1,277.0 
4,485.8 1,247.0 
3,594.3 1,048.8 
2,863.1 1,007.8 
2,689.4 953.1 
2,728.3 1,021.0 
292.1 73.4 
593.9 198.4 
849.4 aed 5 
3,370.7 634.7 
5,363.1 784.7 
36.5 be 
204.2 64.8 
120.3 20.4 
204.4 4.1 
253.2 41.5 
375.9 48.6 
638.7 92.6 
581.2 102.5 
538.9 68.1 
716.8 117.7 
1,110.7 136.1 
1,242.5 169.9 
1,090.9 134.4 
229.7 71.9 
286.7 84.3 
361.8 54.3 
328.2 60.1 
451.4 97.7 


Appendix 


Taxes on 
income 
and wealth Land 
(6) Q 
1,399.7 ] 
1,153.8 5 
1,257.0 20 
1,223.0 24 
1,041.6 7 
558.4 449 
508.7 444 
490.7 530 
72.4 1 
189.5 8 
316.6 10. 
614.5 20. 
784.7 = 
64.8 - 
4.1 e 
41.5 _ 
48.6 - 
92.6 - 
102.5 = 
65.8 Zi 
115.6 2 
soar 2.! 
167.5 2.4 
132.1 Za 
12.4 59: 
12.8 712 
54.3 a 
60.1 = 
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’ (continued ) 
- N 
_ Licences, rect 
is. ____— Customs Transaction stamp duties bli 
-12 , tes, public 
oe “nae pecan <5 ayo aber el bre et 
3) (9) (10) dQ) (12) (13) (14) (15) 
7.4 1,261.6 982.3 265.4 526.8 19.0 be 249.1 
8.9 1,247.1 1,003.0 259.4 701.8 20.0 a 349.9 
1.6 (Fey fies 1,077.0 473.6 724.6 25.5 = 127.4 
8.8 2,320.0 1,440.0 877.5 890.6 28.2 te 112.3 
5 1,650.0 1,250.0 400.0 882.7 12.8 as 88.1 
5.3 148.0 a tk 990.1 717.2 a 143.0 
36.3 56.2 ae oa 963.7 716.4 ae 110.5 
7.3 39.3 8 © 915.8 752.2 a 49.2 
(8.7 159.7 116.5 40.6 57.4 15 al fA 
35.5 258.8 145.2 105.1 120.9 10.5 53 BAS 
21.9 316.9 207.8 97.0 175.6 11.7 WEI 94.0 
36.0 740.3 416.0 303.0 776.6 27.8 1,191.3 127.2 
78.4 946.0 485.0 438.0 977.5 35.7 2,619.2 171.1 
Be oa a ste de ae ae 125 
39.4 20.7 20.7 — 87.2 3.0 28.4 45.6 
99.9 95.9 an + a: 40 = 8.3 
00.3 175.0 104.1 70.0 6.8 18.5 
1.7 192.2 115.1 76.0 4.6 14.9 
327.2 303.1 147.3 154.5 6.4 17.8 
146.1 513.9 208.6 303.3 9.3 23.0 
$78.7 445.7 208.8 234.9 9.2 23.7 
470.8 329.2 re - 94.1 47.5 i, 35.9 
999.1 422.2 ose us 168.7 8.2 Be 20.0 
974.6 787.3 en ad 17E1 16.2 “ie 98.9 
072.6 801.0 540.0 4 249.4 22.2 “ee 92 
956.5 734.2 520.0 Ls 198.2 24.1 ae 10.2 
157.8 26.6 ais ag 93.8 38.0 see 4.2 
202.4 43.7 mi e 118.9 40.5 rh 43.2 
307.5 28.6 28.6 133.9 145.0 
268.1 25.7 PLE) Ley 119.7 122.7 


253.7 26.1 26.1 aa 178.6 149.0 
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Appendix 
Tax Direct Taxes on 
Country and year Bektid (ike a 8) rata ret 7) xa seat Land t 
(1) (2) (3) (4) (5) (6) 7) 
Singapore ($M) 
LOSS CAN me aeee Satidncoe sas 80.3 B5.o 4.4 4.4 - 
LSAON CAS) eeoe peice a eeree oa 109.0 85.6 332 33.2 - 
1050 CRE} rcscs hav saeuberes 114.0 85.2 29.4 29.4 - 
LOSTECR ES eee Sie ote e ape 165.9 129.5 54.7 54.7 - 
1952°(DE)\ iene AP Se 174.8 136.7 59.0 59.0 - 
Thailand (baht) 
AAS CANT ce tide antah nies 5527 1,458.7 83.0 83.0 - 
EIST CANS cae ese eare cee. 1,921.9 1,873.5 112.1 112.1 - 
LOSONGA) eenacceere Perma 2,139.3 2,106.6 147.0 147.0 - 
ISEB Pc edatews doy eeee 2,500.1 2,357.7 Ep ae g li2y - 
ASSZ.C BE Yas Geaeaccnce ce uae 3,055.0 2,899.5 174.0 174.0 ~ 


® The notation following the fiscal years is as follows: A for closed accounts ; RE for re 
estimates; E for voted estimates; and DE for draft estimates, 

> According to the budget document, 1951/52. 
Notes 


Figures refer to Central Government revenue only. In addition, for India and Paki 
estimates are shown separately for the provincial and state governments. 


For fiscal years, notation following the fiscal years, sources and coverage and scope of 
revenues: see notes to appendix table XI.1, Government expenditure, revenue and balance 


A Customs : divergence between the total under this heading and the sum of the sub-it 
Import duties and export duties, is due mainly to the inclusion or exclusion arising from 
customs, customs on postal, parcels, special taxes and refunds. 


Transactions and consumption taxes: excise duties, turnover taxes, sales taxes, entertaini 
duties, etc. Net receipts from public undertakings: for net expenditure see column ¢ 
appendix table XI.2, Distribution of government expenditure. 

Brunei 


Other tax revenue: mining rent and oil royalties. 
Burma 


Transaction and consumption taxes: excise duties plus “commercial taxes”; the latter inc 
entertainment tax, hotel and restaurant tax, business premises tax and sales tax. Licences. st 
duties, registration fees, etc. : including betting and motor vehicle taxes. Other tax receipts: 
receipts from lottery, the rehabilitation contribution, and the contribution to the Nati 
Development Fund, from the State Agricultural Marketing and State Timber Boards. 
receipts from public undertakings: civil supplies and electricity. 

China (Taiwan) 


Taxes on income and wealth: income, house, household and inheritance taxes. 
Hong Kong 


Customs: there is no general customs tariff in Hong Kong, import duties being conf 
to liquor, tobacco, hydrocarbon oils, toilet articles, Proprietary medicines and table wa 
Direct taxes: taxes on assessed rateable values and earnings and profits tax, Net receipts f 


public undertakings: gross receipts of water supply, postal services, Kowloon-Canton Rail 
India 


Central Government : taxes on income and wealth: excluding share of income taxes pay: 
to the states amounting to Rs.475.2, 527.0 and 508.4 million in 1950/51 (A), 1951/52 a 


and 1952/53 (DE). Customs: excluding customs revenue assigned to the states. Transact 
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(continued) 
ect Net 
s Cust Licences, fe ie . 
S. Bt Ee Transaction stamp duties i 
ie Cust I ; . : tes, public 
Bes Gutes eae MEE assee «eee le he 
) (9) (10) (11) (2) (13) (14) (5) 
8 — — =- 45.7 yal! 

5 — = a 46.7 5.8 

8 — — — 48.8 7.0 oe 
8 —_ — _ 64.1 10.7 ' 
Fs — a = 68.0 97 a 
7 446.7 332.9 110.7 625.4 72.9 230.7 8.0 
A <n _ ~ 356.6 94.2 406.9 9.7 
6 ae =e ais 499.1 118.1 2333 6.6 
0 829.1 622.6 194.0 954.1 141.5 320.3 3.0 
5 1,121.6 835.0 282.8 1,070.3 150.2 383.4 Sug 


consumption taxes: including revenue from opium monopoly. Net receipts from public 
takings: railways, posts and telegraphs and state trading schemes. 

tes: A and B states, of the latter, excluding Rajasthan for 1950/51 and 1951/52. Taxes on 
e and wealth: including agricultural income taxes to the following amounts: Rs.31.0 
n (1949/50), Rs.29.6 million (1950/51) and Rs.32.0 million (1951/52). 

1esia 

ier tax revenue: royalties from mining concessions and receipts from foreign exchange 
cates, Rs.1,175 million (1950) and Rs.2,600 million (1951). 


4 (south) 
1eral account only. 


stoms: apportionment of yield transferred from common services, mainly customs and 
and telegraphs. 

stan 

itral Government: tax revenue: includes taxes and duties levied in the Supplementary 
ice Act of 1950, as follows: 1950/51: total Rs.5.0 million: included in licences, stamp 
;, registration fees, etc. (not allocable otherwise) ; 1951/52: total Rs.19.4 million: Rs.2.5 
mm to taxes on income and wealth, Rs.4.0 million to customs duties, Rs.2.5 million to 
action and consumption taxes, and the balance to licences, stamp duties, registration fees, 
1952/53: total Rs.20 million; Rs.2.6 million to taxes on income and wealth, Rs.4.2 million 
istoms duties, Rs.2.5 million to transactions and consumption taxes, and the balance to 
‘es, stamp duties, registration fees, etc. Net receipts of public undertakings: railways and 
and telegraphs and, in 1950/51, state trading schemes (Rs.71.5 million). 

ites: net receipts from public undertakings: electrical enterprises (all provinces), state 
ig schemes (North-West Frontier Province and Punjab) and railways (Bahawalpur). 


ines 
spolidated data (General, Special and Bond Funds). Total tax revenue: including revenue 
‘tionment to local governments. Transaction and consumption taxes: Excise taxes; 1950/51: 
ding special excise tax on sales of foreign exchange (P.31.8 million collected during the 
hree months of the year). 
land ; 5 
-ect taxes: including also motor vehicle taxes. Transaction and consumption taxes: excise 
s and profits of government enterprises which are mostly monopolies like opium, liquors, 
co, sales, etc., 1949 and 1950: excise duties not available; only profits of enterprises. Other 
revenue: income from mining and fishery concessions and profits of Rice Bureau. Net 
ots from public undertakings: government purchasing bureau. 


378 APPENDIX 


APPENDIX TABLE X1.4 
Burma: reconciliation of budget results with changes in cash balances 


(Million rupees) 
1947/48 1948/49 1949/50 1950/51 1950/51 1951/52 


(A) (4) (RE) (2) (RB) (2) 
Budget balances® ......... 61.9 5.0 —41.7 —105.3 4.2 —229.9 
ontribution to the 
. Bice and and <5... —81.0 
Borrowing (net) 
Permanent debt ........ — — 30.0 10.0 = 7A 
Bloating sdebtes.s..0 a. 37.8 16.1 — _— —5.5 —5.0 
Unfunded debt ........ —11.6 —4.6 —3.1 pe —.3 1.1 
Less Debt redemption .. —5.1 aed —3.8 —1.4 —l.1 —1.1 
Deposits (net) 
Depreciation and other 
PESELVEmLUNUS icc smeeree —2.9 a | ll —2.9 —2.9 — 
Fund for contribution to 
Bank and Fund ...... 81.0 
Other deposits ......... —237.1 179.7 139.2 66.7 773 37.2 
Remittances (net) ....... 17.1 —223.1 me” 1.1 2.0 1.0 


Changes in cash balances.. —140.0 —27.2 Ws = =27 771 —1942 


®From appendix table XI.1. 
Notes 


Floating debt: Treasury Bills and Ways and Means Advances. Unfunded debt: 
Post Office Savings Bank deposits and cash certificates, savings certificates, State 
provident funds. Depreciation and reserve funds: Railways Depreciation Fund, Posts 
and Telegraphs Renewals Reserve Fund, Reserve Fund of the Union Bank, Post 
Office Cash Certificate Bonus Fund, Savings Certificate Bonus Fund and Contingency 
Fund. Adjustments for the transfers between the Reserve Funds and Revenue Account 
are made here. Other deposits: local funds, departmental and judicial deposits, repay- 
able advances, permanent advances, and suspense and other governmental accounts. 
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APPENDIX TABLE XI.6 


Pakistan: Central Government: reconciliation of budget results with 
changes in cash balances 


(Million rupees) 
1950/51 1951/52 1951/52 1952/53 


(A) (BE) (RE) (DE) 
ndeck balance® <6 sc. tee. e ec caan ens —106.8 —591.9  —4962 —629.5 
Special transactions 
Credits from the annuity for 
sterling pensions ..........+0++-+-- 2.8 2.6 2.6 2.6 
Currency capital outlays ..........-- —226.3 —316.0 —316.0 — 
Borrowing (net) 
Permanent debt. .1c..sscacesceccoss- 93.0 - ~- 180.0 
Floating debt ........---seeeeesceees 194.2 313.3 358.8 17.4 
Phitrmtied “debe. cc inten wabwices eben es es 20.3 25.0 18.7 28.8 
Provision for repayment of debt 
Pry Beta. aia s tn dee nota et ew ee anh > —50.9 
Deposits (net) 
Depreciation and reserve funds ...... x —37.7 —85.1 —51.1 
Brit SiS cae we wooo oe cane wa rencemes bs 1.5 50.5 —20.5 
Stree TIS oe norte n sone decree sees - 68.8 184.4 123 
Other deposits .....--0-eeeeeeereeees 329.0 20.6 30.8 187.4 
Remittances ....--2secsecessccsscerers —104.6 15 —14 oD 
Changes in cash balances ....---++++-++- 201.6 —5122 —2528  -3192 
aFrom appendix table XI.1. 
Notes 


Currency capital outlays: For details, see notes to table XI.1. Floating debt : treasury 
bills and other floating loans. Unfunded debt: Post Office Savings Bank deposits, 


- Central Road Fund and the Fund for Roads of National Importance. Other 
a, Fund for Educational and Economic Uplift of Scheduled Castes, Coal Mines 
Labour Welfare Fund, Special Fund for Rehabilitation of Refugees, Fund for Social 
Uplift Schemes, Fund for Economic Development Scheme, Fund for Aircraft Factory, 
Tank and Heavy Gun Manufacture, Staff Welfare Fund and Fund for the Develop- 
ment of Urdu. Adjustments for the allocations from the revenue to the funds and 
contributions of the funds to capital outlay are made here. Other deposits: Income and 
excess profits tax deposits, local fund deposits, and other governmental accounts. 
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APPENDIX TABLE XI.7 
Indonesia: estimated cash deficits 


(Million rupiahs) 


Net change in 1948 1949 1950 1951 
External debt auecwsteevge ceeds eee 420 690 —30 
Compulsory 3 per cent loan, 1950 ......... 1,540 
Floating debt 
Governinent money 2.2.6 sees eee 44 127 —597 118 
Advances of the Java Bank: ..o3-.4.-..4 294 401 1,427 —1,462 
Mreasury, ‘Billswetcssaa ete eee 162 180 —387 258 
Other floatingtdebt 2 .eeem sass sone nee —18 —2 —2 ai 
DEFicITs 902 1,396 1,951 


Note. Minus sign indicates a decrease. 
8 Net change for nine months up to September 1951. 


APPENDIX TABLE X18 
Japan: reconciliation of budget results with cash balances, 1948/52 


(Thousand million yen) 


Net change 
Budget Net Foreign in cash 
balance* borrowing grants balances 
LOS AD ee ean oreo oe tees. aa —62.5 98.9 os 36.4 
194 9/ SQ ne. Stetteras Saree eaacs Ue - —109.4 —24.4 127.8 —5.9 
OSO/ SI Re cee tens cece eae Cee 125.0 —107.7 130.9 148.2 
LOS T7525 a. Stace sok ees coats —88.4 —50.7 45.5 —93.6 


*From appendix table XI.1. 


APPENDIX TABLE XI.9 
Philippines: reconciliation of budget results with cash balances, 1949-51 


(Million pesos) 


eerarire 1949/50 1950/51 
SCCEMMIE iSyiecad Wiehe N's clgiiees 6k ceednedioaets wou ten 611.3 576.5 
Net decrease in outstanding amount of payables .... 62.1 —275.0 
Guslieeepenriiture roduc cy ae Ok oa oy ee oe 673.4 301.5 

Revenue 
PROT EATD UayGe wn Gas oa Ca Pa ee Ce Ch gece eee 399.0 532.9 
Net decrease in outstanding amount of repayables .. —37.4 —56.2 
CASE FAVENUD stents chatter c cabeedakee detect oie 361.6 476.7 

Balances: revenue less expenditure .................. —311.8 175.2 

INGE DOLPOWIN 65 tana ueiceusceetans coaaes Coane 77.9 194.6 

Miscellaneous” receipte®. .. vvawavhe sau cdeknceeceucwers 3:8 

Net change in cash balances 22. cc.casxdcsnncwececes —233.9 373.6 


“Receipts from the net assets of the defunct Rural Pro ess Admini i 
; n inistr 
the National Co-operatives and Small Business Corporations separ ss 


a og 


INDEX 


A 


Aarey milk scheme, Bombay, 28 

Abaca: ECAFE percentage of world 
production, 39 (tab.) ; foreign trade, 
87; production, 43 

“Ackerman Report” to SCAP, 179 

Aggregate demand, 271, 274 

Agricultural and Industrial Credit Cor- 
poration (Ceylon), 222, 223, 227 

Agricultural Development Finance Cor- 
poration (Pakistan), proposed, 225 

Agricultural finance, 185, 187-88, 223- 
28, 224 (tab.) ; governments as source 
of, 225 

Agricultural implements, see Farm im- 
plements 

Agricultural labour: shift from food- 
stuffs to raw materials, 290 

Agricultural production, 4, 4 (tab.); 
elasticity, 5; varying movements, b) 

Agricultural products : ECAFE percent- 
age of world production, 39 (tab.) ; 
indexes, 303 (tab.); in economy of 
ECAFE countries, 36 

Agriculturists’ Loans Act (Burma), 
226 

Aluminium, 54 

American General Services Administra- 
tion, 85 

Anglo-Japanese trade agreement, 169 

Anglo-Pakistan agreement, 151 

Animal products: reduced supply in re- 
lation to energy foods, 13 

Animal units, 28, 49; distribution by 
kinds of livestock, 304 (tab.) 

Anti-inflationary measures, 203, 205, 
231-34, 250 

Antimony : ECAFE percentage of world 
production, 39 (tab.) ; production, 54 

Argentina: steel imports from, 66 

Asia, Southeast, 36; agricultural pro- 
duction, 4; industrial production in- 
creases, 4; manufacturing, 64; min- 
ing, 4; term, 36 

Australia: exports to, 100 
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B 


Balance of payments, 131-56, 165, 173- 
76, 199, 229, 280, 345 (tab.); special 
official financing, 138; surplus or defi- 
cit, 141 (tab.) 

Balance of trade, 127-31, 172; by re- 
gion, 342-44 (tab.); geographical 
pattern, 129 (tab.) 

Bank clearings: ratio to deposit money, 
349 (tab.) 

Bank credit, 279; expansion, 188-94, 197 
(tab.) ; “over-loans”, 189, 280 

Bank deposits: velocity of circulation, 
186 

Banking elasticity, 279 

Banking facilities, 361 (tab.) 

Bank loans, see Loanable funds 

Bank of England, 178 

Bank of Japan, 181, 189, 190, 208, 201} 
286; money rates, 206 (tab.) 

Bank of Korea, 196, 212, 238, 296, 297, 
299 

Bank of Taiwan, 190, 195, 196n, 208 

Banks: rates, 206-7; reserves, 189; su- 
pervision, 213; see also Commercial 
banks; Foreign exchange banks 

Barley: production, 26 (tab.) 

Barter trade, 161 

Bauxite, 54 

Bell Mission, see United States Econo- 
mic Survey Mission 

Bengal, East, see East Bengal 

Bills: rates in London, 353 (tab.) 

Board of Commissioners of Currency, 
Malaya and British Borneo, 202 

Bokaro Power Station, 246 

Bombay, India; Aarey milk scheme, 28 ; 
ilmenite deposits, 51 

Borneo, British North: aid from UK, 
140; antimony production, 54; coal 
production, 59; Colombo Plan grants, 
138, 233; credit demand, 187; cur- 
rency agreement, 202; decline in rev- 
enues from customs, 255; expenditure 
on economic and social development, 
248: export duties, 250; exports, 95n 
(tab) ; export trade, 95; flooding of 
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textile markets, 282; government rev- 
enues and expenditures, 229, 230, 236; 
import controls, 271; imports, 113n; 
income taxes, 258; money supply, 201; 
raw material exports, 79; rice im- 
ports, 25 (tab.); rice production, 24 
(tab.) ; rubber export duties, 250; 
timber trade, 47 

British Borneo, see Borneo, British 
North 

Brunei: currency agreement, 202; ex- 
port trade, 95; government revenues 
and expenditures, 230”; imports, 113m; 
income taxes, 258; petroleum produc- 
tion, 59-60 

Budgetary policies, 234-37 

Budget deficits, 288, 382 (tab.); infla- 
tionary effect, 232 

Budget: balancing, 362-67 (tab.), 378 
(tab.), 379-80 (tab.), 381 (tab.), 382 
(tab.) 

Budget surplus: as anti-inflationary 
measure, 285 

Building construction: dearth of, 241 

Burma: abundance deffation, 274; agri- 
cultural production, 4 (tab.); animal 
units, 28 (tab.) ; balance of payments, 
141 (tab.), 142, 143n (tab.) ; balance 
of trade, 127, 128 (tab.), 129-30; 
budget surpluses, 285; capital goods 
imports, 117, 120; cash balances, 191 + 
central bank holdings of government 
securities, 209 (tab.); central bank 
lending to commercial banks, 210; 
coal production, 59; commercial bank 
loans, 216; consumers’ co-operatives, 
292; consumer goods imports, 121 
(tab.), 122; cost of living, 267 ; cot- 
ton fabric production, 74; cotton yarn 
production, 74; counterpart funds, 
235 (tab.) ; credit demand, 187; cred- 
it expansion, 188, 197 (tab.) ; currency 
systems, 201; decline in rice produc- 
tion, 267; decrease in tin production, 
52; defence expenditure, 240; easing 
of import restrictions, 281: electric 
power production, 62; expenditure on 
economic and social development, 243 
(tab.) ; export duties, 250, 251s ex= 
port inflation, 273; exports, 91] 
(chart) ; export trade, 94 (tab.); fi- 
nancing of internal trade, 187; flood- 
ing of textile markets, 282; food 
Prices, 232; food production, 12, 19- 
20; food supplies, 14; foreign aid, 
119; foreign exchange assets, 199; 


foreign exchange banks, 193; freight 
rates, 133; government agricultural 
loans, 226; government borrowings, 
261; government cash balances, 200, 
378 (tab.) ; government export mon- 
opoly, 281; government loans, 360 
(tab.) ; government revenue and ex- 
penditures, 229, 230, 237; government 
supply of rice, 292; government trans- 
actions, 134; import increase, 116; 
import restrictions, 105; imports by 
control categories, 111 (tab.) ; in- 
crease in interest rates, 286; indus- 
trial financing, 218; insurance pay- 
ments, 133; interest rates, 194, 197 
(tab.); international reserves, 1553 
iron ore, 51; land taxes, 260; lead and 
zinc mines, 53; loans and grants, 139; 
mineral production and trade, 37; 
money supply, 198, 201; MSA econo- 
mic aid, 233; oil industry, 242; pay- 
ments, 132 (tab.); payments on in- 
vestment income, 134; petroleum 
production, 59-60; price decline, 293- 
95; price index movements, 268 
(tab.); private capital movements, 
136 (tab.); public loans, 233; recon- 
ciliation of budget results with 
changes in cash balances, 378 (tab.) ; 
relaxation of import restrictions, 107, 
110; rice exports, 25 (tab.) ; rice pro- 
duction, 24 (tab.); rice trade, 25, 79, 
96; sales taxes, 256; scarcity inflation, 
274; seasonal capital import, 137 
special official financing, 136 (tab.); 
Sterling balances, 201n; sugar produc- 
tion, 33 (tab.) ; tariff policy, 253; 
terms of trade, 124, 126; textile in- 
ventories, 112; timber trade, 47; tin 
ore export, 53; total value of imports, 
114 (tab.); trade financing, 214-15; 
volume of capital goods imported 
from US, UK and Japan, 119 (tab.) 

Burma Cement Company, 244 

Burma Corporation, 244 

Burmah Oil Company, 242 

Burma Currency Board, London, 201 

Burma Oil Company, 139; agreement 
with government, 60 


Cc 


Calcutta: jute industry, 43 

Call money rates, 194 

Cambodia: agricultural loans, 227; elec- 
tric power production, 62; export in- 
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flation, 273; fish trade, 29; govern- 
ment revenues and expenditures, 230n, 
238; price index movements, 269 
(tab.) ; price rises, 287; rice produc- 
tion, 24 (tab.) ; rice trade, 79; timber 
production, 47; see also Indochina 

Canada: exports to ECAFE region, 
123; imports from, 123 (tab.) 

Capital : flight of, 135 

Capital funds: lack, 11 

Capital goods: demand for, 120; im- 
ports, 117-21, 157; reduction of import 
duty on, 259 

Cash reserves, 204 

Castor seed, 32 

Cement production, 71, 321 (tab.) 

ee Bank (Ceylon), 106, 150, 206, 
08 

Central Bank (Pakistan), 213 

Central Bank (Philippines), 108-9, 153, 
205, 208, 211, 212, 213, 214, 264 

Central Bank for Commercial and In- 
dustrial Co-operatives (Japan), 220 

Central banks, 201, 204; government se- 
curity holdings, 209 (tab.) ; lending 
to commercial banks, 207-11, 359 
(tab.) ; selling of securities, 208 

Central Co-operative Bank of Agricul- 
ture and Forestry (Japan), 220, 227, 
228 

Cereals, see Food grains 

Ceylon: agricultural finance, 223, 224 
(tab.), 227; agricultural financing 
through special institutions, 226; agri- 
cultural production, 4 (tab.) ; animal 
units, 28 (tab.); anti-inflationary 
policy, 205; balance of payments, 141 
(tab.), 199; balance of trade, 128 
(tab.), 129-30; bank deposits, 186; 
bank reserve requirements, 211; bank 
reserves, 189; capital goods imports, 
117, 120; capital outflow, 135, 137; 
cash balances, 192; central bank hold- 
ings of government securities, 208, 
209 (tab.); Colombo Plan grants, 
138, 139,233 commercial bank loans, 
216 (tab.) ; consumer goods imports, 
121 (tab.) ; cost of living, 231; cotton 
fabric production, 74; cotton yarn 
production, 74; credit control, 211, 
213; credit demand, 187 ; credit expan- 
sion, 188; decline in revenues from 
customs, 255; defence expenditures, 
239; delay in delivery of capital goods 
imports, 120; easing of import restric- 


tions, 281; electric power production, 
62; expenditure on economic and so- 
cial development, 244, 245 (tab.) ; 
export deflation, 274; export duties, 
158, 234, 250, 251, 253, 261, 280; 
export inflation, 273; exports, 91 
(chart), 131; exports and national 
income, 126n (tab.); exports to UK, 
101; export trade, 93, 94 (tab.) ; fi- 
nancing of internal trade, 187 ; financ- 
ing of international transactions, 143 
(tab.) ; fish consumption, 29; food 
grains, 8; food prices, 232; food pro- 
duction, 14-15; food supplies, 10 
(tab.), 14; foreign capital, 138; for- 
eign exchange assets, 199; foreign 
exchange control, 135; foreign trade, 
37; freight rates, 133; government 
borrowings, 263; government cash 
balances, 200; government financing, 
212; government revenues and ex- 
penditures, 229, 230, 236; graphite 
trade, 55; ilmenite production, 51; 
import increase, 116; import of man- 
ufactures, 113” (tab.) ; imports, pls 
income tax, 257; income tax exemp- 
tions, 260; industrial financing, 222; 
industrial loans, 219 (tab.) ; insurance 
payments, 133; interest rates, 196; 
international reserves, 155; milk pro- 
duction, 28; mineral production and 
trade, 37; monetary policy, 205 ; money 
supply, 198; movements toward self- 
sufficiency, 267; payments, 132 (tab.) ; 
payments on investment income, 133; 
plywood manufacture, 48. price con- 
trol, 291; price index movements, 
268 (tab.) ; private capital movements, 
136 (tab.); public loans, 232., 233: 
quantum index of imports, 116 (tab.) ; 
raw material exports, 79; raw mate- 
rial production, 37; reduction of im- 
port duties, 282; reduction of import 
restrictions, 105-6; rice imports, 25 
(tab.) ; rice production, 24 (iab:)5 
rubber export duties, 250; sale of 
government securities, 289; savings 
deposits, 200; seasonal credit, 279; 
special depreciation allowances, 259; 
special official financing, 136 (tab.); 
state trading, 292; sterling balances, 
151; tariff policy, 253; tea export, 
35 (tab.), 95; tea production, 34 
(tab.) ; tea trade, 79; terms of trade, 
125, 126, 127; timber production, 47; 
total value of imports, 114 (tab.) ; 


7 
“s 


386 INDEX f 
SE. . <<< 


trade agreement with UK, 150; trade 
financing, 214-15; unit value of im- 
ports, 113, 116 (tab.); vegetable oil 
exports, 31 (tab.), 32; volume of 
capital goods imported from US, UK 
and Japan, 119 (tab.) ; wage increases, 
267; wages, 188 

Chainat irrigation project (Thailand), 
249 

Charcoal, 47 

Chauk refinery project (Burma), 61 

Chemicals: production, 64, 69-71; pro- 
duction in India, 320 (tab.) ; produc- 
tion in Japan, 320 (tab.) 

China: abundance deflation, 274; agri- 
cultural policy, 12n; agricultural pro- 
duction, 3, 4 (tab.); aluminium pro- 
duction, 54; animal units, 28 (tab.) ; 
antimony production, 54; bank de- 
posits, 288; caloric value of diet, 13; 
cement production, 71; chemical in- 


dustries, 70; coal production, 7, 57-59; ° 


cotton fabric production, 42, 72, 73; 
cotton production, 40, 41 (tab.); cot- 
ton trade, 41 (tab.); cotton yarn 
production, 73; currency revaluation, 
282; devaluation, 288; direction of 
trade, 160 (tab.); egg exports, 28; 
electric power production, 61; em- 
bargo on exports to, 100; export ban 
to US, 161; food grains, 8, 9: food 
production, 21-22; food supplies, 10 
(tab.), 14; foreign trade, 160-64, 163 
(tab.) ; freedom from export infla- 
tion, 273; fuel and power production, 
7; government revenues and expendi- 
tures, 237; heavy industries, 7, 64; 
hide and skin trade, 50; imports from 
USSR, 161; industrial expansion, 3: 
industrial production, 3, 4 (tab.) ; in- 
dustrial rehabilitation, 5; iron and 
steel industry, 64-65, 66; iron ore, 50, 
51; machinery production, 68; manu- 
facturing, 7, 63, 64; meat production, 
28; mineral production and trade, 37; 
Ministry of Trade, 161; “parity unit” 
experiment, 289; peasant farming, 37; 
petroleum production, 61; price con- 
trol, 291; price index movements, 269 
(tab.) ; price rises, 287; raw materials 
position, 36; raw materials trade, 38; 
raw silk production, 44; receipts on 
private donations, 134; rice imports, 
25 (tab.); rice production, 5, 24 
(tab.); silk export, 45 (tab.) ; silk 
industry, 76; soybean trade, 30, 31; 


sugar production, 33 (tab.) ; suspen- 
sion of shipments to, 66; textile pro-— 
duction, 71; tin ore, 52; tin ore ex- 
port, 53; trade agreements, 161; trade 
with Japan, 162, 179; treasury infla- 
tion, 275; vegetable oil and oilseed 
exports, 31 (tab.) 

China, Northeast: iron and steel pro- 
duction, 67 

China (Taiwan), see Taiwan 

Chittagong, East Bengal: port, 248 

Chittaranjan Locomotive Works (In- 
dia), 245 

Chromite: production, 51 

Coal: ECAFE region percentage of 
world production, 57 (tab.); produc- 
tion, 57-59, 314 (tab.); production, 
China, 7 

Coal, coking, 65 

Coastal Conference Lines, 131 

Coconut oil: foreign trade, 32, 82, 88; 
prices, 83 (tab.); volume of exports, 
83 (tab.) 

Cocoon and Raw Silk Price Stabiliza- 
tion Law (Japan), 45 

Coffee: production, 9 

Colombo Plan, 75, 138, 233, 234, 240, 
244; grants to India, 139; grants to 
Pakistan, 139 

Commercial banks: agricultural financ- 
ing, 223; distribution of loans by pur- 
pose, 216 (tab); industrial financing, 
215-18; lending rates, 194; loans by 
central banks, 359 (tab.) ; ownership 
of government loans, 232 ; reserve re- 
quirements, 211-13; running-down of 
cash balances, 191-92; selling of se- 
curities, 192-93; trade financing by, 
214-15 

Commercial loans, 186 

Commonwealth Finance Ministers’ Con- 
ference, 151 

Compensatory financing, 140 

Consumer goods: imports, 121; price 
controls, 289 

Consumption: increase as cause of in- 
flation, 272 

Consumption deflation, 288 

Consumption inflation, 278 

Consumption taxes, 255-57 

Co-operative movement, 292; source of 
agricultural finance, 226-28 

Copper: ECAFE percentage of world 
production, 39 (tab) ; production, 53- 
54, 313 (tab.) 
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Copra: foreign trade, 32, 82, 88; price 
decline, 266; prices, 83 (tab.) ; volume 
of exports, 83 (tab.) 

Copra fund (Indonesia), 157 

Corn, see Maize 

Corporation taxes, 257 

Cost of living: indexes, 267n; rise, 267 

Cotton: ECAFE percentage of world 
production, 39 (tab.) ; export duties, 
251; foreign trade, 41 (tab.), 88, 99, 
211; prices, 83 (tab.), 88; production, 
41 (tab.); production; China, 12n; 
production, India, 12”; production and 
trade, 40-42; volume of exports, 83 
(tab.) 

Cotton, raw, 73 

Cotton fabrics, 41-42, 71; Japan, 7; 
production, 63, 71-72; trade, 73 

Cotton yarn: Japan, 7; production, 5, 
¥. 72, 73, #4; trade, 73, 74 

Counterpart Fund, see United States 
Aid Counterpart Fund 

Credit, 185-228: expansion, 186n, 274- 
80, 350-52 (tab.) ; expansion in Korea, 
299 

Credit, seasonal, see Seasonal credit 

Credit, short-term, 188 

Credit Associations (Japan), 220 

Credit control, 204 

Credit restrictions : economic objections, 
287 

Crop loans, 226 

Crustaceans, cured and fermented: ex- 
ternal trade, 308 (tab.) 

Currency, see Money 

Currency devaluation, see Devaluation 

Currency Ordinance (Malaya, 1951), 
203 

Currency revaluation, 282-83 

Currency systems, 201-3 


D 


Dairy products: ghee production, 28 

Defence expenditures, 239-40, 271 

Deflation, 156, 266-300 

Deposit money: percentage to money 
supply, 356 (tab.) 

Devaluation, 158, 266, 288 

Development Bank of Japan, 220 

Djakarta, Indonesia, 198 

Dollar balances, 178 

“Dollar export certificates”, 254 

Donations, 132 (tab.) 

Donations, private, 134 


E 


East Bengal: fish consumption, 29; fish 
trade, 29: jute export, 43 

Economic development: financing, 240- 
49; foreign aid, 119, 233; tax policies 
to stimulate, 259-60 

Egyptian crisis, 266 

Electricity: ECAFE region percentage 
of world production, 57 (tab.); pro- 
duction, 316-17 (tab.) 

Electric machines: production, 68 

Electric power production, 7, 61-62 

Energy-producing foods, 12-13 

Engineering industries, 67 

Engineering production: Japan, 7 

Europe, West: increase in ECAFE im- 
ports from, 122 

Exchange Banks’ Association (Malaya), 
196 

Exchange control, 135n, 158, 204, 280 

Excise taxes, 256 

Export Bank (Japan), 175, 215 

Export control, 177 

Export deflation, 274 

Export duties, 99-100; in inflation con- 
trol, 280 

Export-Import Bank, see United States 
Export-Import Bank 

Export inflation, 273-74, 275, 280 

Exports: commodity structure of, 89-93; 
direction of, 100-101; fluctuations in 
earnings, 79-102; of ECAFE coun- 
tries by destination, 330-32 (tab.) ; 
of UK to ECAFE region, 339 (tab.) ; 
of US to ECAFE region, 338 (tab.) ; 
percentage increase, 115 (chart); 
prices, quantum and value, 325-29 
(tab.); relation to national income, 
126n (tab.); taxes, 229, 234, 250; 
unit value index, 340-41 (tab.) ; 
wholesale prices and volume, 83 (tab.) 


F 


FAO, see Food and Agriculture Organi- 
zation of the United~ Nations 

Farm implements: lack, 11 

Fats and oils: prices, 309 (tab.) 

Federation of Agricultural Credit Co- 
operatives (Japan), 227 

Ferro-alloys: production, 65 

Fertilizers: lack of, 11; production, 70 

Fibres: production, 40-45 

Fibres, hard: ECAFE percentage of 
world production, 39 (tab.) ; prices, 
44; production, 43-44 
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Fibres, synthetic: effect on raw silk 
market, 44 

Financial policies, 250-61 

Financing of economic development, 
156; special official financing, 138 

Fish, canned, 30 

Fish, cured and fermented: external 
trade, 308 (tab.) 

Fish catch: annual statistics, 306-7 
(tab.) 

Fishery products, 13, 29-30 

Fish manure: exported from India, 29 

Fish trade, 29-30 

Food, 8-35; consumption, 8; imports, 
121; price subsidies on, 231; prices, 
80, 124; production, 8-13, 9 (tab.), 
11 (tab.), 64; trade, 22-35; see also 
Agricultural production 

Food and Agriculture Organization of 
the United Nations: Rice Committee, 
96 

Foodgrains, 8-10; available supplies, 
10 (tab.) ; estimated crops for 1951/ 
52, 9; production, 26-27; production, 
Ceylon, 15; production, India, 15 

Food imports: Ceylon, 15 

Food subsidies: abolishment in Ceylon, 
292 

Food supplies, 14-22; estimated energy 
and protein content, 10 (tab.) ; short- 
age, 9 

Foreign aid to economic development, 
see Economic development—foreign 
aid 

Foreign banks, 218 

Foreign exchange: assets, 155, 199; 
expenditure on prime necessities of 
life, 250 

Foreign exchange banks, 204; import 
of banking funds, 193-94 

Foreign Exchange Control Board (Ja- 
pan), 175, 176 

Foreign exchange reserves, 155 (tab.) 

Foreign exchange tax, 283 

Foreign trade, 160-82; financing, 186, 
215; taxation, 250-55 

Freight rates, 65, 131, 133 (tab.) 

Fuel, 7, 56-61 

Fuelwood, 47 


G 


Gal Oya scheme (Ceylon), 244 


GATT, see General Agreement on Tar- 
iffs and Trade 


General Agreement on Tariffs and 
Trade (GATT), 253, 254 

Ghee, production, 28 

Gold reserves, 155 (tab.) 

Government borrowing, 261-65 

Government expenditures, 229, 230, 362- 
67 (tab.); as cause of inflation, 272; 
distribution of, 239-49, 368-71 (tab.) ; 
home payments and payments abroad, 
231 

Government financing, see Public finance 

Government revenue, 200, 362-67 (tab.) ; 
major components, 372-77 (tab.); 
major sources, 250 

Government securities: bank holdings, 
205; demonetization, 286 

Grain, see Foodgrains 

Graphite: production, 55 

Groundnut oil: foreign trade, 32 

Groundnuts: foreign trade, 30, 32 

Gypsum, 55 


H 


Heavy industries, see Manufactures— 
durable goods 

Hemp: ECAFE percentage of world 
production, 39 (tab.); prices, 83 
(tab) ; volume of exports, 83 (tab.) ; 
see also Abaca 

Hessian fibres: price declines, 270 

Hides and skins: exports, 311 (tab.); 
prices, 83 (tab.); production, 49; 
volume of exports, 83 (tab.) 

Hong Kong: balance of trade, 127, 128 
(tab.), 131; capital goods imports, 
117, 120; cotton fabrics production, 
63, 74; cotton yarn production, 74; 
electric power production, 62; em- 
bargo on exports to China, 162; ex- 
port trade, 79, 94 (tab.); financing 
of internal trade, 187; flooding of 
textile markets, 282; food supplies, 
14; foreign trade, 100; government 
revenues and expenditures, 230n; gov- 
ernment supply of firewood, 292; im- 
port controls, 271; import of manu- 
factures, 113n (tab.) ; imports, 116; 
income taxes, 258; iron ore, 50; Jap- 
anese traders in, 181; price index 
movements, 268 (tab.); price rises, 
287; rice imports, 25 (tab.) ; suspen- 
sion of shipments to, 66 ; total value 
of imports, 114 (tab.) ; trade agree- 
ment with Japan, 178; volume of 
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capital goods imported from US, UK 
and Japan, 119 (tab.) 


I 


Ilmenite, 51; ECAFE percentage of 
world production, 39 (tab.) ; Imperial 
Bank of India, 196 

Import Control Administration (Philip- 
pines), 108 

Import controls, 158, 176; effect of re- 
laxation of, 110-12; principal forms 
of relaxation, 105; relaxation, 104-12, 
281 

Import duties, 252 

Import embargo to China, 162 

Import licences, 281 

Imports: causes of expansion, 103-4; 
direction of, 122; expansion, 103-23; 
into UK from ECAFE countries, by 
commodity groups, 334 (tab.); into 
US from ECAFE countries, by com- 
modity groups, 333 (tab.) ; level of, 
112-17; of ECAFE countries by ori- 
gin, 123 (tab.), 335-37 (tab.); per- 
centage increase, 115 er price 
control, 290; total value from 10 
ECAFE countries, 114 (tab.) ; unit 
value index, 340-41 (tab.) 

Imports of capital goods, see Capital 
goods imports 

Income tax, 257-59; withholding at 
source, 258 

India: agricultural finance, 224 (tab.) ; 
agricultural policy, 12; agricultural 
production, 3, 4 (tab.) ; aluminium 
production, 54; animal units, 28 
(tab.); balance of payments, 141 
(tab.), 145-48; balance of trade, 127, 
128 (tab.), 129-30; balance of trade 
with Pakistan, 147; bank deposits, 
186; bank loans, 191; bank rates, 206, 
207; bank reserves, 189; bauxite pro- 
duction, 54; caloric value of diet, 13; 
capital goods imports, 117, 120; capi- 
tal outflow, 135; capital repatriation, 
138; cement production, 71; central 
bank holdings of government securi- 
ties, 208, 209 (tab.); central bank 
lending to commercial banks, 201, 210; 
central banks, 225; chemical indus- 
tries, 69; chromite production, BL: 
clearance of income tax arrears, 258; 

coal exports, 58; coal production, 
57-59; coking coal from, 65; Colombo 
Plan grants, 138, Psa commercial 


389 


bank loans, 216 (tab.) ; co-operative 
movement, 227; copper, lead and zinc 
production, 53; cost of living, 231; 
cotton fabric production, 42, 72, 73, 
278; cotton production, 40, 41 (tab.) ; 
cotton trade, 41 (tab.), 99; cotton 
yarn production, 73; credit controls, 
211, 213; credit demand, 187; credit 
expansion, 188, 197 (tab.) ; decline in 
revenues from customs, 255; defence 
expenditure, 240; easing of import re- 
strictions, 281; electric power produc- 
tion, 7, 61; expenditure on economic 
and social development, 242 (tab.), 
245, 246 (tab.) ; export deflation, 274; 
export duties, 250, 251, 253, 280; ex- 
port earnings, 80; export inflation, 
273; exports, 91 (chart) ; exports and ~ 
national income, 126n (tab.) ; exports 
to UK, 101; fish trade, 29; food 
grains, 8, 9, 10; food-grain imports, 
26; food prices, 232; food production, 
12, 15-16; food supplies, 10 (tab.); 
14; foreign exchange assets, 199; 
foreign exchange banks, 193; foreign 
loans, 233; foreign trade, 79, 94 
(tab.), 97-100; freight rates, 133; fuel 
and power production, 7; ghee pro- 
duction, 28; government borrowings, 
262; government cash balances, 200, 
379-80 (tab.); government expendi- 
tures for food from abroad, 273; gov- 
ernment financing, 212; government 
revenue and expenditures, 229, 230, 
236; “Grow More Food” campaign, 
267, 289; heavy industries, 7, 64; hide 
and skin production and trade, 49; 
ilmenite production, 51; import in- 
crease, 116; import of manufactures, 
113n (tab.); imports, 131; imports 
by major commodity groups, 119 
(tab.) ; imports from US, 122; in- 
come tax, 257; industrial financing, 
215, 218, 220-21; industrial loans, 219 
(tab.); industrial production, oa 
(tab.) ; inflation, 278; insurance pay- 
ments, 133; interest rates, 194, 196, 
197 (tab.), 285, 354 (tab.) ; interna- 
tional reserves, 155; iron and steel 
industry, 64-65, 66; iron ore, 50; jute 
consumption, 89; jute manufactures, 
74; jute output, 42-43; jute trade, 98; 
land taxes, 260; loans and grants, 
139; loans by International Bank for 
Reconstruction and Development, 138, 
233; loan from US, 289; machinery 
production, 68 ; manganese production, 
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51; manufacturing, 7, 63, 64; mica 
trade, 55; milk production, 28; min- 
eral production and trade, 37; money 
supply, 198; MSA economic aid, 233; 
output of selected chemical products, 
320 (tab.); output of selected ma- 
chinery products, 319 (tab.) ; paper 
production, 48; payments, 132 (tab.) ; 
petroleum production, 61; plantation 
agriculture, 37; plywood manufacture, 
48; price control, 291; price index 
movements, 268 (tab.); private capi- 
tal movements, 136 (tab.); produc- 
tion and export of jute manufactures, 
323 (tab.) ; public finance, 237; public 
loans, 232, 233: quantum index of 
imports, 116 (tab.); raw materials 
position, 36; raw materials trade, 38; 
receipts and payments at home and 
abroad, 231 (tab.) ; reconciliation of 
budget results with changes in cash 
balances, 379-80 (tab.) ; relaxation of 
import control, 106-7; rice imports, 
25 (tab.); rice production, 24 (tab.) ; 
sale of government securities by 
banks, 192; sales taxes, 255; scarcity 
inflation, 274, 289; seasonal credit, 
279; silk production, 45 (tab.); Spe- 
cial Development Fund, 234 ; special 
official financing, 136 (tab.); sterling 
balances, 151; sugar production, 33, 
33 (tab.) ; sulphur shortage, 55; tariff 
policy, 253; tea export, 35 (tab.); 
tea production, 34; tea trade, 100; 
terms of trade, 124; textile produc- 
tion, 71; textile trade, 287; total 
value of imports, 114 (#ab.); trade 
financing, 214-15; trade with China, 
162; unit value of imports, 113, 116 
(tab.) ; US grants and credits, 138; 
vegetable oil exports, 31 (tab.), 32; 
volume of capital goods imported 
from US, UK and Japan, 119 (tab.) 
Indochina: agricultural production, 4 
(tab.) ; animal units, 28 (tab.); bal- 
ance of trade, 127, 128 (tab.), 130; 
bank reserves, 189; capital goods im- 
ports, 117; consumer goods imports, 
121 (tab.), 122; counterpart funds, 
235 (tab.); credit demand, 187; 
credit expansion, 188, 200; decline in 
rice production, 267; decrease in tin 
production, 52; defence expenditure, 
239; electric power production, 62; 
exports, 91 (chart), 131; export 
trade, 94 (tab.) ; financing of internal 
trade, 187; food production, 12, 20; 
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Indonesia : 


food supplies, 14; foreign aid, 119; 
foreign trade, 38; government reve- 
nues and expenditures, 238; govern- 
ment transactions, 134; grant from 
MSA, 139; import increase, 116; im- 
ports, 131; inflationary pressure, 272; 
money supply, 198; MSA economic 
aid, 233; over-valuation of currency, 
283; quantum index of imports, 116 
(tab.); raw material exports, 96; 
rice trade, 25 (tab.), 79; rubber 
trade, 79; sugar production, 33 (tab.) ; 
terms of trade, 124, 125; timber pro- 
duction, 48; tin ore export, 53; total 
value of imports, 114 (tab.); US 


“grants and credits, 138; unit value 


of imports,*113, 116 (tab.) ; value of 
imports, 113; volume of capital goods 
imported from US, UK and Japan, 
119 (tab.) ; see also Cambodia, Laos, 
Vietnam 

agricultural production, 4 
(tab.) ; animal units, 28 (tab.); bal- 
ance of payments, 141 (fab.), 199; 
balance of trade, 127, 128 (tab.) ; bank 
loans, 190; bank reserves, 189; baux- 
ite producgpn, 54; capital goods im- 
ports, 117, 120; capital outflow, 135; 
coal production, 59; consumer goods 
imports, 121 (tab.), 122; copra ex- 
ports, 32; cotton fabric production, 
74; cotton yarn production, 74; credit 
demand, 187; decline in revenues from 
customs, 255; delay in delivery of 
capital goods imports, 120; devalua- 
tion, 158, 288; dual-rate exchange sys- 
tem, 283; easing of import restric- 
tions, 281; economic aid by Export- 
Import Bank, 233; estimated cash 
deficits, 382 (tab.) ; export deflation, 
274; export duties, 250, 252, 253, 280, 
283n; export inflation, 273; exports, 
90 (chart); exports to Japan, 101; 
export trade, 16, 93, 94 (tab.) ; financ- 
ing of internal trade, 187; financing 
of international transactions, 152 
(tab.) ; fish imports, 29; foodgrains, 
9; food production, 12, 16-17; food 
supplies, 10 (tab.), 14; foreign aid, 
119; foreign exchange assets, 199; 
foreign loans, 233; foreign trade, 38; 
freight rates, 133; government. bor- 
rowings, 263; government cash bal- 
ances, 201; government revenue and 
expenditures, 229, 230, 236; hide 
and skin trade, 50; import duties, 252; 
import increase, 115; import restric- 
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tions, 105; income tax, 257; income 
tax on joint stock companies, 258; 
inflation, 278; insurance payments, 
133; international reserves, 155; land 
taxes, 260; liquidation of public debt, 
288; loan from US Export-Import 
Bank, 139; mineral production and 
trade, 37; money supply, 198; move- 
ment from rice to rubber production, 
38; movements toward  self-sufh- 
ciency, 267; MSA economic aid, 233; 
payments, 132 (tab.); payments on 
investment income, 133; petroleum 
production, 59-60; price control, 157, 
291; price index movements, 269 
(tab) ; price rises, 287; private capi- 
tal movements, 136 (fab.) ; proposed 
pulp and paper mills, 49; public loans, 
233; raw materials exports, 79; raw 
materials production, 37; relaxation 
of import restrictions, 109; rice im- 
ports, 25 (tab.); rice production, 24 
(tab.); rubber export duties, 250; 
rubber production, 46; rubber trade, 
85; sales taxes, 256; sisal production, 
44. special official financing, 136 
(tab.); sugar production, 33, 33 
(tab.) ; sugar trade, 34; tariff policy, 
253; tea export, 35 (tab.); tea pro- 
duction, 34 (tab.); terms of trade, 
124, 127; timber production, 47, 48; 
tin ore, 52; tin ore export, 53; total 
value of imports, 114 (tab.); US 
grants and credits, 138; value of im- 
ports, 113; vegetable oil and oilseed 
exports, 31 (tab.) ; volume of capital 
goods imported from US, UK and 
Japan, 119 (tab.) 

Indo-Pakistan trade agreement, 74, 98 

Industrial Bank (Thailand), 223 

Industrial finance, 187-88, 215-23 

Industrial Finance Corporation (India), 
220 

Industrial Finance Corporation of India 
Act, 221 

Industrial loans, 219 (tab.) 

Industrial production, 3, 4 (tab.) ; ad- 
vances in heavy and light industries, 
7; unused or partially damaged ca- 
pacity, 5; varying movements, 5 

Industrial products: indexes, 303 (tab.) 

Inflation, 203, 250, 266-300; controls, 
280-89; definition, 271; primary 
causes, 271-74 

Inflation, secondary, 274-80; forecast- 
ing, 278-80; process, 275 


Institutional investors: ownership of 
government loans, 232 

Insurance: financing, 131, 132 (tab.) ; 
payments for, 133 

Insurance companies: ownership of gov- 
ernment loans, 232 

Interest rates: for agriculture, 185; 
increase, 197 (tab.), 285-87; India, 
354 (tab.); rise in, 194-97 

Internal trade: financing, 187 

International Bank for Reconstruction 
and Development, 138, 153, 244, 262, 
265; grants to Pakistan, 139; loans 
to India and Thailand, 233 

International finance, 140-56 

International Materials Conference: 
Sulphur Committee, 54 

International Monetary Fund, 106, 138, 
141, 168, 233, 264 

International reserves, 154-56 

International Silk Congress, 45 

International Wheat Agreement, 27, 
290 

Investment, private, 135-40; as cause of 
inflation, 272, 277, 278 

Investment banking, 185 

Investment income, 132; payments for, 
133 

Iranian crisis, 266 

Iron and steel: Japan, 7; prices, 292; 
production, 64-67, 318 (tab.) 

Iron and Steel Panel (India), 66 

Iron and steel trade: UN procurements 
for Korean war, 66 

Iron ore: AFE percentage of world 
production, 39 (tab.) ; production, iy 
311 (tab.) 

Iron ore resources, 50 

Iron ore supply, 65 

Irrigation: lack of, 11 


J 


Japan: abaca imports, 44; agricultural 
finance, 224 (tab.) ; agricultural pro- 
duction, 3, 4 (fab.) ; aluminium pro- 
duction, 54; animal units, 28 (tab.) ; 
antimony production, 54; balance of 
payments, 166, 173-76, 345 (tab.); 
balance of trade by regions, 172 
(tab.) ; bank deposits, 186, 289; bank 
loans, 189-90; bank rates, 206; bank 
reserves, 189; bauxite import, 54; 
building boom, 272; caloric value of 
diet, 13; capital goods exported to 
ECAFE countries, 119 (tab.); ce- 
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ment production, 71; central bank 
holdings of government securities, 
208, 209 (tab.) ; central bank lending 
to commercial banks, 201, 210; chang- 
ing commodity composition of im- 
ports, 347 (tab.) ; chemical industries, 
70; chromite production, 51; coal 
production, 57-59; commercial bank 
loans, 217 (tab.) ; commodity compo- 
sition of imports, 171; co-operative 
movement, 227; copper, lead, and zinc 
trade, 53; cotton fabric industry, 278; 
cotton fabric production, 72; cotton 
imports, 41; cotton trade, 41. Caprice 
cotton yarn production, 72; credit 
control, 211, 213; credit demand, 187; 
credit expansion, 188, 197 (tab.) 
200; credit restriction, 277; decrease 
in subsidy payments, 291; devalua- 
tion, 288; economic aid by Export- 
Import Bank, 233; electric power 
production, 7, 61; engineering pro- 
duction; 7; exemptions from income 
taxes to foreigners, 260; export con- 
trol, 177; export deflation, 274; ex- 
port inflation, 273; export of selected 
major commodities, 346 (tab.); ex- 
ports, 168, 169; financing of pd ae 
trade, 187; fish trade, 30; foodgrain 
imports, 26; foodgrains, 9, 10; food 
production, nie 18; food supplies, 10 
(tab.), 14; Sordi capital, 138; for- 
eign exchange reserve, 173 (iad.): 
foreign government expenditures, 
174; foreign investment im, If5> tor 
eign loans, 233; foreign trade, 166- 
82; foreign trade financing, 215; fuel 
and power production, 7; geographic 
pattern of foreign trade, "167 (tab.) ; 
government borrowings, 264; govern- 
ment capital account, 175; govern- 
ment cash balances, 200, 382 (tab.) ; 
government revenues and expendi- 
tures, 230; heavy industries, 7, 64; 
import ditien 176, 254; import of 
foodstuffs from China, 162; imports, 
170; imports of ECAFE region from, 
123. (tab.); imports from major 
sources, 171 (tab. ) ; income tax, 284; 
increase in imports from, 122; in- 
dustrial financing, 215, 218, 219, 220; 
industrial loans, 219 (tab.) ; indus 
trial preduction, 3, 4 (tab. a inflation, 
278; interest rates, 194, 196, 197 
(tab.), 286; “invisible exports”, 174; 
iron and steel industry, 64-65; iron 
ore, 50; light industries, 64; loan 


ratio, 279; machinery production, 67; 
manufacturing, 7, 63; meat produc- 
tion, 28; merchant marine, 174n; min- 
eral production and trade, 37; Min- 
istry of International Trade and 
Industry, 177; money supply, 198; 
output of selected chemical products, 
320 (tab.); output of selected ma- 
chinery products, 318 (tab.) ; overseas 
assets, 176n; petroleum production, 
61; plywood manufacture, 48; price 
index movements, 269 (tab.); price 
maintenance, 271; price rises, 287; 
public loans, 233; raw materials po- 
sition, 36; raw materials trade, 38; 
raw silk production, 44; raw silk 
trade, 45; reconciliation of budget 
results with cash balances, 382 (tab.) ; 
reparations, 176; resources, 179; rice 
imports, 25 (tab.); rice production, 
24 (tab.); savings deposits, 200; 
shift of imports to sterling area, 180; 
silk export, 45 (tab.); silk industry, 
75-76; silk production, 45 (tab.); 
sterling balances, 177; sugar produc- 
tion, 33 (tab.); sugar trade, 34; sul- 
phur industry, 54; surplus of counter- 
part fund accounts, 234; tariff, 282; 
tea exports, 35 (tab.); tea produc- 
tion, 34 (tab.) ; terms of trade, i7as 
textile production, 71; textile trade, 
282, 287; timber, 47 ; trade agree- 
ments, 177; trade agreement with 
UK, 169; trade financing, 214-15; 
trade with China, 179; treasury infla- 
tion, 275; unit value of exports to 
ECAFE region, 113; wage increases, 
267 ; wages, 180; weight of the long- 
term contract bedaet in quarterly 
foreign exchange budgets, 348 (tab.) ; 
wood pulp industry, 48 

Japanese Economic Mission to Paki- 
stan, 181 

Java Bank, 190, 238, 263 

Jute: ECAFE percentage of world pro- 
duction, 39 (tab.) ; foreign trade, 89; 
manufacture, 71, 74-75, 98; prices, 
75, 83 (tab.); production, 42-43; 
production, India, 121; volume of ex- 
ports, 83 (tab.) 

Jute Board (Pakistan), 157 

Jute manufactures: production and ex- 
port, India, 323 (tab.) 
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K 


Kalimanten, Borneo, 12 

Kandla, India: port construction, 246 

Kardiseed, 32 

Kashmir dispute, 240 

Korea: food supplies, 14; freedom from 
export inflation, 273; inflation, 275; 
rehabilitation, 182; rice exports, 25 
(tab.) ; silk production, 45 (tab.) 

Korea, south: animal units, 28 (tab.) ; 
bank deposits, 186; bank loans, 190; 
bank rates, 206; bank reserve re- 
quirements, 211; bank reserves, 189; 
cash balances, 192; central bank lend- 
ing to commercial banks, 210; cost 
of living, 270; cotton fabric produc- 
tion, 63, 74; cotton production, 41 
(tab.) ; cotton yarn production, 74; 
credit control, 211, 212; credit ex- 
pansion, 188, 197 (tab.), 200; dis- 
tribution of foreign aid goods, 292; 
electric power production, 62; food- 
grains, 8; food production, 22; gov- 
ernment cash balances, 200; govern- 
ment revenues and expenditures, 230, 
238; import controls, 300; industrial 
production, 64; inflation, 295-300; in- 
terest rates, 196, 197 (tab.) ; iron ore, 
51; money supply, 198; money supply 
changes, 298 (tab.); price index 
movements, 269 (tab.); price levels, 
295 (tab.) ; price rises, 287; rice pro- 
duction, 24 (tab.); rice production 
decline, 290; scarcity inflation, 289 ; 
sectional retail price levels, 296 
(tab.) ; tariff policy, 253 

Korean war: effect on cotton trade, 
41, 88; effect on demand for loanable 
banking funds, 193; effect on heavy 
industries, 64; effect on inflation, 266 ; 
effect on Japanese coal production, 
58; effect on Japan’s trade, 168; ef- 
fect on machinery production, 675 
effect on manufactures, 63; effect on 
money supply, 199, 203; effect on raw 
materials trade, 81, 82; effect on rice 
production, 290; effect on shipping, 
48; effect on tungsten prices, 51; 
UN procurements of materials, 66, 
175 

Kuching airport (Sarawak), 248 


L 


Land Improvements Loans Act (Bur- 
ma), 226 

Land taxation, 260-61 

Land tenure, 11 

Laos: freedom from export inflation, 
273; government revenues and ex- 
penditures, 230n, 238; price index 
movements, 268 (tab.); rice produc- 
tion, 24 (tab.); see also Indochina 

Lead: ECAFE percentage of world pro- 
duction, 39 (tab.) ; production, 53-54, 
313 (tab.) 

Light industries, see Manufactures— 
non-durable goods 

Linseed and linseed oil, 32; exports, 30 

Liquor: duties on, 255 

Livestock: production, 27-30; see also 
Animal units 

Livestock products, 27-30 

Loanable funds: increase in demand 
for, 185-88 

Loan ratio, 279 

Lower income groups: relief measures, 
260 

Lower Sind Barrage, India, 247 


M 


Machinery: production, 7, 64, 67-69; 

Machinery products: output in India, 
319 (tab.); output in Japan, 318 
(tab.) 

Machine tools: production, 68 

Maize: production, 26 (tab.) 

Malaya: agricultural loans, THA ED he) 
ricultural production, 4 (tab.) ; aid 
from UK, 140; animal units, 28 
(tab.); balance of payments, 144, 
199; balance of trade, Z7eees 
(tab.), 129-30; bank deposits, 186; 
bank reserves, 189; capital goods im- 
ports, 117; capital repatriation - to 
India, 137; cash balances, 192; coal 
production, 59; Colombo Plan grants, 
138, 233; consumer goods imports, 
121 (tab.) ; consumers’ co-operatives, 
292: credit demand, 187; credit ex- 
pansion, 188, 197 (tab.); currency 
systems, 201; currency agreement, 
202; decline in revenues from cus- 
toms, 255; decline in rubber and tin 
prices, 271; defence expenditure, 239; 
easing of import restrictions, 281; 
electric power production, 62; em- 
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bargo on exports to China, 162; 
expenditure on economic and social 
development, 248; export deflation, 
274; export duties, 158, 234, 250, 280; 
export inflation, 273; exports, 90 
(chart), 131; exports and national 
income, 126n (tab.); exports to Ja- 
pan, 101; exports to UK, 101; export 
trade, 93, 94 (tab.); flooding of tex- 
tile markets, 282; foodgrains, 8; 
food production, 12, 18-19; food sup- 
plies, 14: foreign exchange assets, 
199; foreign trade, 37; government 
revenue and expenditures, 229, 230, 
236; ilmenite production, 51; import 
increase, 116; import licences, 111; 
import of manufactures, 113n (tab.) ; 
import of textiles, 112; imports, 131; 
income taxes, 258; increase in inter- 
est rates, 286; industrial financing, 
222; inflationary pressure, 272; in- 
terest rates, 196, 197 (tab.) ; interna- 
tional: reserves, 155; iron ore, 50, 54. 
65; meat production, 28; mineral pro- 
duction and trade, 37; money supply, 
198, 201; movements toward self- 
sufficiency, 267; palm oil exports, 32; 
payments on investment income, 133; 
price control, 291; price index move- 
ments, 269 (tab.); price rises, 287; 
proposed pulp and paper mills, 49; 
public finance, 237; quantum index of 
imports, 116 (tab.); raw materials 
exports, 79; raw materials production, 
37; relaxation of import restrictions, 
108; resettlement project, 248; rice 
imports, 25 (tab.); rice production, 
24 (tab.) ; rubber export control, 84; 
rubber export duties, 250, 253; rub- 
ber production, 46; rubber production 
control, 156; sale of government se- 
curities, 289; savings deposits, 200 ; 
scarcity inflation, 274; terms of trade, 
124, 126; timber production, 48; tin 
export duties, 251; tin exports to us, 
86; tin industry, 52; tin ore export, 
53; tin trade, 82; total value of im- 
ports, 114 (tab.); unit value of 
imports, 113, 116 (tab.); value of 
import licences issued for hard cur- 
rency countries, 112 (tab.); vege- 
table oil and oilseed exports, 31 
(tab.) ; volume of capital goods im- 
ported from US, UK and Japan, 119 
(tab.) 

Malaya-British Borneo Currency Agree- 
ment (1950), 202 


Manganese: production, 51-52 
Manufactures, 63-76; durable goods, 64; 
non-durable goods, 64; prices, 124 
Manufacturing: geographical concentra-_ 
tion, 7 

Marketing Boards (Burma), 255 

Meat production, 13, 28 

Mica: ECAFE percentage of world 
production, 39 (tab.); production, 55 

Military expenditures: as cause of in- 
flation, 272 

Milk, preserved: import, 305 (tab.) 

Milk production, 28 

Mineral products: in economy of 
ECAFE countries, 36 

Mineral resources, 37, 50-55 

Minerals: ECAFE percentage of world 
production, 39 (tab.) 

Miri coal field, Sarawak, 60 

Molluscs, cured and fermented: exter- 
nal trade, 308 (tab.) 

Monetary policies, 203-14 

Monetary stability: measures for main- 
taining, 206-11 

Money, 185-228; rates in London, 353 
(tab. ) 

Money economy: change to, 185 

Money incomes: increase, 200 

Money markets: lack of, 204 

Money shortage, 277; as result of pri- 
mary inflation, 276 

Money supply: changes in, 357-58 
(tab.); expansion, 198-203, 355 
(tab.) ; percentage of deposit money, 
356 (tab.) ; reduction, 204 

Moral suasion in monetary policy, 213 

MSA, see United States Mutual Secur- 
ity Agency 

Multi-purpose river projects, 61 

Mustard seed, 33 

Mutual Loans and Savings Banks (Ja- 
pan), 220 

Mutual Security Agency, see United 
States—Mutual Security Agency 

Mutual Security Aid Counterpart 
Funds, 234 

Mutual Security Treaty between the 
United States and Japan, 174 


N 


Nangal Barrage, India, 246 
National Development Fund (Burma), 
243 


National Development Loan Act (1950, 
Ceylon), 232, 263 
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National income: exports and, 126n 
(tab.) 

capa Production Authority (US), 

National Security Council (US), 180n 

New Zealand: exports to, 100 

Ngapi, Burma imports from East Ben- 
gal, 29 

Niger seed, 32 

Non-ferrous metals: production, 52-54 

Non-metallic minerals, 54-55 

Non-monetary economies, 204 

Non-sterling area countries: balance of 
payments, 152-54 

North America: exports to, 101; in- 
crease in imports from, 122 

North-West Frontier Province, India, 
227 

Nutritional level: India, 16; Japan, 18 


oO 


Oats: production, 26 (tab.) 

Office of Popular Credit (Cambodia), 
227 

Oils and fats, see Fats and oils 

Oilseeds: prices, 309 (tab.) 

Open market operations, 207-11 

Orissa, India: manganese plant, 52 

“Over-loan,” see Bank credit—‘over- 
loans” 


us 


Pakistan: agricultural finance, 224 
(tab.) ; agricultural financing through 
special institutions, 226; agricultural 
production, 4; agricultural societies, 
227; animal units, 28 (tab.) ; balance 
of payments, 141 (tab.) ; balance of 
trade, 128 (tab.), 129-30; balance 
of trade with India, 147; bank rates, 
206; capital goods imports, 117, 120; 
capital inflow, 135; cash balances, 
192, 381 (tab.); central bank hold- 
ings of government securities, 208, 
209 (tab.); central bank lending to 
commercial banks, 210; central banks, 
225; chromite production, 51; clear- 
ance of income tax arrears, 258; Co- 
lombo Plan grants, 138, 233; con- 
sumer goods imports, 121 (tab:); 
cotton fabrics production, 63, 74; cot- 
ton production, 40-41, 41 (tab.), 74; 
cotton trade, 41, 89; cotton yarn 


production, 74; credit control, 211, 
213; credit demand, 187; credit ex- 
pansion, 188, 200; decline in revenues 
from customs, 255; defence expendi- 
ture, 240; easing of import restric- 
tions, 281; expenditures on economic 
and social development, 242 (tab.), 
247 (tab.) ; export deflation, 274; ex- 
port duties, 250, 251, 253, 280; export 
inflation, 273; exports, 90 (chart) ; 
exports to Japan, 101; export trade, 
93, 94 (tab.); financing of interna- 
tional transactions, 144-45; flooding 
of textile markets, 282; food produc- 
tion, 12, 22; foreign exchange assets, 
199; foreign exchange banks, 193; 
foreign trade, 38; freight rates, 133; 
ghee production, 28; government bor- 
rowings, 262; government cash bal- 
ances, 200; government revenue and 
expenditures, 229, 230, 236; govern- 
ment transactions, 134; grain export 
ban, 27; hide and skin production 
and trade, 49; import licences, 112; 
income tax exemptions, 260; increase 
in interest rates, 286; industrial 
financing, 221-22; industrial loans, 
219 (tab.); industrial production in- 
creases, 4; inflation control, 282; in- 
surance payments, 133; interest rates, 
194; international reserves, 155; Japa- 
nese traders in, 181; Japanese trade 
with, 181; jute exports, 42 (tab.) ; 
jute mills, 75; jute production, 42-43, 
75; jute trade, 89; land taxes, 260 ; 
loans and grants, 139; loans from 
International Bank, 138; manufactur- 
ing, 64; milk production, 28; mineral 
production and trade, 37; mining, 4; 
monetary policy, 205; money supply, 
198; payments, 132 (tab.) ; petroleum 
production, 61; price control, 157; 
price index movements, 268 (tab.) ; 
private capital movements, 136 (tab.) ; 
proposed pulp and paper mills, 49; 
public finance, 237; public loans, 
233; raw material exports, 79; raw 
material production, 37; reconcilia- 
tion of budget results with changes in 
cash balances, 381 (tab.); reduction 
of import duties, 282; reduction of 
import duty on capital goods, 259; 
relaxation of import restrictions, 108 ; 
rice exports, 25 (tab.); rice produc- 
tion, 24 (tab.); sales taxes, 250i 
scarcity inflation, 274; seasonal credit, 
279; special official financing, 136 
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(tab.) ; sterling balances, 151; sugar 
production, 33, 33 (tab.); tariff pol- 
icy, 253; tea export, 35 (tab.); tea 
production, 34 (tab.) ; terms of trade, 
125, 127; total value of imports, 114 
(tab.); trade agreement with UK, 
151; trade with China, 162; vegetable 
oil and oilseed exports, 31 (tab.); 
volume of capital goods imported 
from US, UK, and Japan, 119 
(tab.) 

Pakistan, East: scarcity inflation, 289 

Pakistan, West: agricultural credit co- 
operatives, 227 

Pakistan Cotton Board, 89 

Pakistan Industrial Finance Corpora- 
tion, 221-22 

Palm oil: exports, 30; trade, 32 

Paper mills, see Pulp and paper mills 

Peasant farming: China, 37 

People’s Finance Corporation (Japan), 
220 

Pesticides: lack of, 11 

Petroleum: ECAFE region percentage 
of world production, 57 (tab.) ; price, 
61; production, 59-61, 315 (tab.) 

Philippine National Bank, 212 

Philippines: abaca production, 43; ag- 
ricultural finance, 224 (tab.) ; agricul- 
tural financing through special insti- 
tutions, 226; agricultural production, 
4 (tab.); animal units, 28 (tab.); 
balance of payments, 141 (tab.), 152; 
balance of trade, 127, 128 (tab.), 
129-30; capital goods imports, 117, 
120; capital inflow, 135; cash bal- 
ances, 191; central bank holdings of 
government securities, 208, 209 
(tab.) ; chromite production, 51; coal 
production, 59; commercial bank 
loans, 217. (tab.); consumer goods 
imports, 121 (tab.), 122; consumers’ 
co-operatives, 292; copper production, 
53; copra trade, 32; cotton fabrics 
production, 63, 74; cotton yarn pro- 
duction, 74; counterpart funds, 235 
(tab.); credit control, 211, 2185 
credit demand, 187; credit expansion, 
188; decline in investment outlay, 
248; defence expenditure, 240; delay 
in delivery of capital goods imports, 
120; easing of import restrictions, 
281; electric power production, 62; 
excise taxes, 256; exemption from 
foreign exchange tax on new and 
necessary industries, 259; export de- 
flation, 274; export inflation, 273; 


exports, 91 (chart), 131; exports 
and national income, 126n (tab.); 
exports of desiccated coconut, 88; 
export trade, 93, 94 (tab.); financ- 
ing of internal trade, 187; financing 
of international transactions, 153 
(tab.) ; fish imports, 30; foodgrains, 
9, 10; food production, 19; food sup- 
plies, 10 (tab.), 14; foreign exchange 
assets, 199; foreign exchange tax, 
282, 283, 284; foreign trade, 38; 
freight rates, 133; government bor- 
rowings, 264; government cash bal- 
ances, 200, 201, 382 (tab.); govern- 
ment revenue and expenditures, 229, 
230, 238; government transactions, 
134; hemp trade, 87; import controls, 
158; import duties, 252; import in- 
crease, 116; import of manufactures, 
113% (tab.) ; import restrictions, 105; 
imports, 131; imports by control cate- 
gories, 111 (tab.); income tax, 257; 
income tax exemptions, 260; income 
tax withholding, 258; industrial 
financing, 218, 219; industrial loans, 
219 (tab.); industrial production, 4 
(tab.) ; insurance payments, 133 ; in- 
terest rates, 196; international re- 
serves, 155; iron ore, 50, 65; meat 
production, 28; mineral production 
and trade, 37; monetary policy, 205; 
money supply, 198; MSA economic 
aid, 233; payments, 132 (tab.) ; pay- 
ments on investment income, 133; 
plywood manufacture, 48; price con- 
trol, 291; price index movements, 268 
(tab.); private capital movements, 
136 (tab.) ; production of copper ore 
and zinc ore, 54; public loans, 233 : 
quantum index of imports, 116 
(tab.); raw material exports, 79; 
raw material production, 37; recon- 
ciliation of budget results with cash 
balances, 382 (tab.); relaxation of 
import restrictions, 108-9, 110; re- 
strictions on central bank lending to 
commercial banks, 208; rice imports, 
25 (tab.) ; rice production, 24 (tab.) ; 
sales taxes, 255; special official financ- 
ing, 136 (tab.); state trading, 292; 
steel imports from, 66; sugar pro- 
duction, 33, 33 (tab.) ; sugar trade, 
34; tariff policy, 253; terms of trade, 
125, 126; total value of imports, 114 
(tab.) ; trade financing, 214-15; unit 
value of imports, 113, 116 (tab.) ; US 
grants and credits, 138, 140; vege- 
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table oil and oilseed exports, 31 
(tab.) ; volume of capital goods im- 
ported from US, UK, and Japan, 
119 (tab.) ; wages, 188 

Pig iron: production, 65 

Plantation farming, 36; India, 37 

Plywood: manufacture, 48 

Port Commissioners (Burma), 226 

Potatoes: production, 9 

Pound-dollar cross rate, 178 

Power, 7; see also Electric power 

Price controls, 289 

Prices: fluctuations, 38; index move- 
ments, 268 (tab.); rises, 287 

Prices, wholesale, 267 

Price stabilization, 157 

Price Stabilization Corporation 
(PRISCO, Philippines), 108, 292 

Primary materials, see Raw materials 

PRISCO, see Price Stabilization Cor- 
poration 

Production: general trends, 3-7; in- 
dexes, 4 (tab.), 303 (tab.) 

Production increases: geographical con- 
centration, 5-7 

Production movements: differences be- 
tween agriculture and industry and 
mining, 5 

Protective foods, 11, 12-13 

Public borrowing, 232 

Public finance, 132 (tab.), 212, 229-65; 
effects on national economies, 230-34; 
magnitude, 237 

Pulp and paper mills, 47-49 

Pyrite, 55 


R 


Rangoon Development Trust, 226 

Rangoon Electricity and Tramways 
Supply Company, 226, 243 

Rapeseed, 33 

Raw materials: decline in prices in re- 
lation to foodstuffs, 12; exported 
from India, 98; foreign trade, 36n, 
93-102, 149, 253; importance to econ- 
omy of AFE countries, 36-40; price 
movements, 79, 80-89; prices, 38, 124, 
156; production, 36-55; supply to in- 
dustry, 63, 65 

Raw materials, agricultural, 82 

Rayon: production, 71 

Reconstruction Finance Corporat ion 
(US), 85, 234, 264 

Reconversion Finance Bank (Japan), 


220 


Rehabilitation Finance Corporation 
(Philippines), 212, 223, 248; agri- 
cultural loans, 224; industrial loans, 
219 

Reserve Bank of India, 188, 192, 194, 
196. 201, 207.0212) 221, 232,285; 
bank reserves, 189; credit control, 
275n 

Reserve Bank of India Act, 225 

Rice: available supplies, 10 (tab.); ex- 
port duties, 251; foreign trade, 25 
(tab.), 38n, 95-97, 281; government 
revenues from, 255; prices, 83 (tab.), 
234, 267, 291; volume of exports, 83 
(tab.) 

Rice Bureau (Thailand), 252, 255 

Rice production, 5, 14, 23, 24 (tab.); 
Burma, 19; Ceylon, 15; decline, 267; 
Indochina, 20; Malaya, 18; Philip- 
pines, 19; Thailand, 20 

Rice trade, 23-26, 79 

Root crops, 9 

Rubber (natural) : ECAFE percentage 
of world production, 39 (tab.) ; export 
duties on, 250; export to US, 84; 
freight rates, 131; price decline, 270, 
271: prices, 83 (tab.), 84, 234; pro- 
duction, 5, 46-47; production and con- 
sumption, 311 (tab.); total exports 
and exports to the US, 324 (tab.) ; 
trade, 79, 82, 84-85; volume of ex- 
ports, 83 (tab.); world production, 
47 (tab.) ; world consumption, 46, 47 
(tab.) 

Rubber, synthetic, 84; effect on natural 
rubber consumption, 46 

Rural and Industrial Development Au- 
thority (Malaya), 222 


Sales tax, 255-57 

Salt production, 69 

Sarawak: currency agreement, 202; ex- 
penditure on economic and social de- 
velopment, 248; exports, 95n (tab.) ; 
export trade, 95; government revenue 
and expenditures, 229, 230, 236; im- 
ports, 1131; income taxes, 258; 
petroleum refining, 60; timber trade, 
47 

Savings, small: factor in counter-infla- 
tionary borrowings, 233 

Savings campaigns, 288-89 

Savings deposits, 200 

Scarcity inflation, 274, 278 
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Seasonal credit, 185, 279 

Securities: selling by banks, 192; see 
also Government securities 

Seeds: lack of, 11 

Seria coal field, Brunei, 60 

Service industries, 131, 166 

Sesame seed, 33 

Sewing machines: production, 68 

Shanghai: bank deposits, 288 

Shipping : shortages, 59 

Silk: ECAFE percentage of world pro- 
duction, 39 (tab.); consumption, 45; 
production, 44-45; production and ex- 
port, 45 (tab.); world production, 
trade and consumption, 310 (tab.) 

Silk manufacturing, 71 

Silk textiles: production, 75-76 

Sindri Fertilizer Factory (India), 245, 
247 

Singapore: currency agreement, 202; 
expenditure on economic and _ social 
development, 249; food supplies, 14; 
government revenues and expendi- 
tures, 229, 230; income taxes, 258; 
plywood manufacture, 48;  restric- 
tions on timber export, 47; rubber 
price, 84; sawn wood trade, 48 

Singapore Improvement Trust, 249 

Sisal: ECAFE percentage of world pro- 
duction, 39 (tab.) ; production, 44 

Skilled manpower: lack of, 11 

Social development : financing, 240-49 

Social welfare expenditures: reduction, 
285n 

South Africa, Union of: exports to, 
100 

Soybeans: decline in exports from 
Northeast China, 30; production, 31 

“Special Procurement” goods from Ja- 
pan, 168, 174 

Special Taxation Measures Law (Ja- 
pan, 1950), 260 

Standards of living, 156 

State Agricultural Marketing Board 
(Burma), 252, 255, 294 

State Bank of Pakistan, 208, 211, 225 

State Financial Corporations Act (In- 
dia, 1951), 221 

State Mortgage Bank (Ceylon), 223 

State Timber Board (Burma), 252, 255 

State trading, 292 

Statistics, economic, 204 

Steel, see Iron and steel 

Sterling area countries: balance of pay- 
ments, 142-52; dollar shortage, 148; 
Japanese trade agreement with, 178 

Sterling balances, 150-52 


trade, 44; 
effect on raw materials trade, 81, 82; 
effect on rubber prices, 46-47; effect 
on tin trade, 85 Q 

Straits Settlements Currency Commis- 

* sioners, 202 

Sugar: prices, 83 (tab.), 292; produc- 
tion, 9 (tab.), 33-34, 33 (tab.) ; trade, 
165; volume of exports, 83 (tab.) 

Sulphur: production, 54 

Sulphur resources, 69 


Sumatra, 12 
T 
Taiwan: agricultural production, 4 
(tab.); balance of payments, 165 


(tab.); bank loans, 190; bank re- 
serves, 189; chemical industries, 70; 
Coal production, 59; commercial 
bank loans, 216 (tab.) ; cotton fabrics 
production, 63, 74; cotton yarn pro- 
duction, 74; counterpart funds, 235 
(tab.) ; credit control, 211, 213; 
credit expansion, 197 (#ab.), 200; de- 
valuation, 288; dual-rate exchange 
system, 284; electric power produc- 
tion, 62; export of principal com- 
modities, 166 (tab.); exports, 164; 
food supplies, 14; foreign trade, 164- 
66; freedom from export inflation, 
273; government cash balances, 200; 
government revenue and expenditures, 
229, 230, 236; imports, 165; industrial 
production, 4 (tab.); interest rates, 
195, 197 (tab.) ; Japanese traders in, 
181; money supply, 198: MSA eco- 
nomic aid, 233; price index move- 
ments, 269 (tab.); price rises, 287; 
restrictions on central bank lending 
to commercial banks, 208; rice ex- 
ports, 25 (tab.); rice production, Zi, 
24; sugar production, 33, 33 (iabo)s 
sugar trade, 34 

Tapti Valley Loan (India), 212 

Tariff policies, 176, 253 

Tata Hydro-Electric System (India), 
62 

Taxation: “built-in flexibility”, 284-85 ; 
see also Income tax 

Tea: export, 35 (tab.); foreign trade, 
100; freight rate, 131; price decline, 
266; prices, 83 (tab.) ; production, 9, 
34-35; trade, 79; volume of exports, 
83 (tab.) 


| Stockpiling, 80; effect on hard fibre — 
effect on hemp trade, 87; 
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Teak, 47 

Teikoki Sekiyo Company (Japan), 61 

Terms of trade, 173, 340-41 (tab.); 
changes in, 124-27; definition, 124n ; 
deterioration, 156; effect of price 
fluctuations on, 38; unfavourable to 
UK, 150 

Textiles: price declines, 270; prices, 
292; production, 64, 71, 322 (tab.) 

Thailand: agricultural production, 4 
(tab.); antimony production, 54; 
balance of payments, 141 (tab.), 153; 
balance of trade, 127, 128 (tab.), 129- 
30; bank deposits, 186; bank reserves, 
189; capital goods imports, 117; cash 
balances, 192; central bank holdings 
of government securities, 208, 209 
(tab.) ; central bank lending to com- 
mercial banks, 201, 210; coal produc- 
tion, 59; commercial bank loans, 217; 
consumers’ co-operatives, 292; coun- 
terpart funds, 235 (tab.) ; credit de- 
mand, 187; credit expansion, 188, 200; 
currency revaluation, 282; decline in 
rice production, 267; defence expen- 
diture, 240; devaluation, 288; dual- 
rate exchange system, 283; economic 
aid by Export-Import Bank, 233; 
electric power production, 62; expen- 
diture on economic and social develop- 
ment, 249; export duties, 250, 252; 
export inflation, 273; exports, 91 
(chart); exports and national in- 
come, 126n (tab.); exports to Japan, 
101; export trade, 94 (tab.); fall in 
rubber prices, 156; financing of in- 
ternational transactions, 154 (tab.) ; 
fish trade, 29, 30; flooding of textile 
markets, 282; foodgrains, 9; food 
prices, 232; food production, 20-21; 
food supplies, 14; foreign aid, 119; 
foreign exchange, 282; foreign ex- 
change assets, 199; foreign trade, 38; 
freight rates, 133; government bor- 
rowings, 265; government cash bal- 
ances, 200; government export mo- 
nopoly, 281; government revenue and 
expenditures, 229, 230, 238; import 
increase, 116; income tax, 258; in- 
dustrial financing, 218, 222; insur- 
ance payments, 133; international 
reserves, 155; inventories of textiles, 
112; iron ore, 50, 51; Japanese 
traders in, 181; loans and grants, 
139; loans by International Bank for 
Reconstruction and Development, 138, 
233; mineral production and trade, 


37; money supply, 198; MSA eco- 
nomic aid, 233; payments, 132 (tab.) ; 
payments on investment income, 134; 
price control, 291; price index move- 
ments, 268 (tab.); private capital 
movements, 136 (tab.); public loans, 
233; pulp and paper production, 49; 
raw material exports, 96; restrictions 
on timber export, 47; rice exports, 
25 (tab.); rice production, 24 (tab.) ; 
rice trade, 25, 79, 96; rubber export 
duties, 250; rubber trade, 79; sale of 
government securities, 289; special 
official financing, 136 (tab.); state 
trading, 292; sterling balances, 154; 
sugar production, 33 (tab.) ; terms of 
trade, 124, 125; timber production, 
47: tin exports to US, 86; tin ore, 
52; tin ore export, 53; total value of 
imports, 114 (tab.); trade financing, 
214-15; volume of capital goods im- 
ported from US, UK and Japan, 
119 (tab.); War Veterans Organiza- 
tion, 292 : 

Timber: prices, 47; production, 47-49 

Tin: ECAFE percentage of world pro- 
duction, 39 (tab.) ; export duties, 251; 
price decline, 271; prices, 84, 234; 
production, 52-53 

Tin-in-concentrates: ECAFE share in 
world production, 53; production, 312 
(tab.) 

Tin metal: export to US, 85; foreign 
trade, 82, 85-86; prices, 83 (tab.) ; 
production, 53, 313 (tab.) ; volume of 
exports, 83 (tab.) 

Tin ore: export, 53 


- Tin plating: electrolytic process, 53 


Trade, see Foreign trade: Internal © 
trade 

Trade agreements, 43, 58-59, 161 

Trade balance, see Balance of trade 

Trade finance, 214-15 

Transactions tax, see Sales tax 

Transportation: financing, Teal ale 
(tab.) 

Transport equipment : production, 68 

Travancore Titanium Products Ltd. 
(India), 51 

Treasury inflation, 273, 274, 278, 280; 
remedy for, 284 

Tungabhadra Irrigation Project, India, 
246 

Tung oil, 32 

Tungsten: ECAFE percentage of world 
production, 39 (tab.) 

Tungsten ore, 51 
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Under-developed countries: Japan’s 
plans for export to, 182 
Unemployment, 156 

Union Bank of Burma, 191, 194, 205, 
294 

Union Bank of Burma Act (1952), 
191n, 201, 210n 

United Kingdom: abaca imports, 44; 
capital goods exported to ECAFE 
countries, 119 (tab.); egg imports 
from China, 28; exports to, 101; ex- 
ports to ECAFE region, 339 (tab.) ; 
imports of ECAFE region from, 123, 
(tab.) ; low level of imports from, 
122; tin metal export to US, 86; unit 
value of exports to ECAFE region, 
113 

United Nations: expenditures in Korea, 
297; military expenditures in Korea, 
272; special procurements for Korean 
war, 66, 175 

United States: abaca imports, 44; cap- 
ital goods exported to ECAFE coun- 
tries, 119 (tab.); coking coal from, 
65; copra imports from Philippines, 
32; cotton prices, 41; decrease in ex- 
ports to, 101; ECAFE region imports 
from, 123 (tab.); ECAFE region 
steel imports from, 66; economic aid 
to Taiwan, 166; exports to, from 
ECAFE region, 100 3; €xports to 
ECAFE region, 338 (tab.) ;  food- 
grain exports to ECAFE countries, 
26; import of raw materials from 
ECAFE region, 81-89; iron ore from, 
65; loans to Philippines, 234; restric- 
tions on natural rubber consump- 
tion, 84; rice imports from ECAFE 
countries, 24; rubber consumption, 
46; tea imports from ECAFE coun- 
tries, 35; unit value of exports to 
ECAFE region, 113 

United States Aid Counterpart Fund, 
215, 220, 234, 235 (tab.) 

United States Economic Survey Mis- 
sion, 283 

United States Export-Import Bank, 119, 
180, 233, 265; loans to Indonesia, 
139, 263; loan to Japan, 175 

United States Mutual Security Agency 
(MSA), 119, 233, 240; grants to 
India, 139; projects in Burma, 244 


Vv 


Vegetable oils and oilseeds: export bal- 
ance, 31 (tab.) ; exports, 30-32; pro- 
duction, 9 

Vietnam: coal production, 59; Colombo 
Plan assistance, 233; cotton fabric 
production, 63, 74; cotton yarn pro- 
duction, 74; electric power produc- 
tion, 62; expenditure on economic 
and social development, 249; export 
inflation, 273; fish trade, 29; gov- 
ernment revenues and expenditures, 
230n, 238; industrial production, 64; 
price index movements, 269 (tab.) ; 
price rises, 287; rice production, 20, 
24 (tab.); rice trade, 25, 79; wages, 
188; see also Indochina 

Vishakapatanam, India: port construc- 
tion, 246 

Voluntary Credit Control Committee 
(Japan), 213 


Ww 


Wages, 188 

Wages, real, 181, 267 

War Veterans Organization (Thai- 
land), 292 

Water control: lack of, 11 

West Punjab, 227 

Wheat: as substitute for rice, 12m: 
available supplies, 10 (tab) ; produc- 
tion, 26-27, 26 (tab.) 

Wooden sleepers, 48 

Wood pulp, see Pulp and paper mills 

Wool: ECAFE percentage of world 
production, 39 (tab.) 

Woollen industries, 71 

Work animals: lack of, 11 

World Bank, 119 


*¢ 
Yatsuhashi oilfield, Japan, 61 


Z 


Zinc: ECAFE percentage of world pro- 
duction, 39 (tab.) ; production, 53-54 
Zine ore: production, 313 (tab.) 
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